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Monday.  Movember  28 


MORi^KG  ■ '' 

(Thomas  Jefferson  Auditori\am,  South  Building) 
C.  M.  Ferguson,  Chairman  , . 


9:00 

Registration 

9:30 

Opening  of  Conference 

Ezra  Taft  Benson 

Secretary  to  Agriculture 

9:45 

World  Situation 

Thorsten  V.  Kalijarvi 

Acting  Deputy  Under 

Secretary  for  Economic 
Affairs,  Department  of 
State 

10:15 

Discussion 

10:30 

Intermission 

10:45 

Domestic  Business  Outlook 

Nathan  M,  Koffsky 
Agricultural  EconoiAcs 
Division,  AiS 

11:15 

Discussion 

11:30 

Current  Problems  of  Economic 

Policy- 

Grover  Ensley,  Staff 

Director,  Joint  Committee 
on  the  Economic  Report 

12:00 

Discussion 

12:30 

Lunch 

AFTERWOOD 

Bushrod  W.  iELlin, 

Chairman 

2:00 

Agricultui'-al  Outlook 

F.  V.  Waugh,  Diiector 
Agricultural  Economics 
Division,  AMS 

2:45 

Discussion 

3:00 

Outlook  for  Exports 

Garnett,  Administrator 

Foreign  Agricultural 
Service 


3:20 


Discussion 


- 2 - 


{ Mond  ay  afternoon , cont inued ) 

3:35  Intermission 

3:50  Farm  Costs  Kenneth  L,  Bachman 

Farm  L Land  Management 
Research,  ARS 

4:20  Discussion 

4:35  Farm  Family  Living  Margaret  L.  Brew 

Hviman  Nutrition  Sc  Home 
Economics  Research,  ARS 

5:00  Discussion 
5:15  Adjournment 


Tuesday,  November  29 

MORNING 

(Thomas  Jefferson  Auditorium,  South  Building) 
LONGER-TERM  OUTLOOK 


Nathan  M.  Koffsky,  Chairman 


9:30  General  Economic  Outlook 

10:00  Agricultiiral  Outlook  - 
Consumer  Demand 

Discussion 

10:30  Agricultural  Outlook  - 
Supply 


Dexter  Mo  Keezer,  Mc-Graw- 
Hill  Publications 


James  P.  Gavin 

Agricultural  Economics 
Division,  AmS 

0.  V.  Wells,  Administrator,  AMS 


Sherman  Johnson,  Director 
Farm  d land  Management 
Research,  ARS 


11:00  Intermission 
11:15  Discussion 


12:00 


Lunch 


(Tuesday,  continued) 
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AFTEH^OON 
Commodity  Sessions 

1:00  - 4iC0  Livestock,  jyfeat  and  Feed  - Thomas  Jefferson  Auditorium 
Bushrod  U,  Allin,  AI^S,  Chairman 


Department  Resource  People 

Harold  Breimyer 

AMS 

Ralph  D . Jennings 

ARS 

I^Ialcolm  Clough 

AMS 

C . W.  Crickman 

ARS 

Reed  Phillips 

AMS 

Eloise  S.  Gofer 

ARS 

Arnold  V . l-lordquist 

AI'IS 

John  C . Scholl 

FAS 

A.  M.  Hermie 

AMS 

M.  A.  Drisko 

FAS 

H .0.  Doty 

AMS 

Raymond  L . Suppe  s 

CSS 

Gerald  Engelman 

AMS 

F-.  0.  Stelzer 

CSS 

3:30  - 5:30  Family  Living  - Room  218-A 

Frances  Scudder,  FES,  Chaiiman 

Outlook  for  Clothing  Supplies 

and  Prices  Vincent  Covins 

Bureau  of  Labor  Statistics 
Department  of  Labor 

Clothing  Consimiption  Trends  Helen  H=  Lamale 

Bureau  of  Labor  Statistics 
Department  of  Labor 


Estimating  Money  Savings  and  Time 

Costs  of  Homemade  Cotton  Dresses  Margaret  L.  Brew  and 

Margaret  Smith,  ARS 

4:00  - 5:30  Grass  and  Legume  Seeds  - Room  5C9-A 

R.  H.  Teal,  Oregon,  Chairman 

Department  Resource  People 


George  Edler 

Al^iS 

John  M.  Saunders 

FES 

H.  Youngman 

FAS 

Wm.  H.  Evans 

AC  PS 

David  F.  Beard 

ARS 

VJilson  E.  .'estbrook 

CSS 

Ronald  L,  ILighell 

ARS 

Abraham  D . Stoesz 

SCS 

C.  S. 

Garrison 

ARS 
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4:00  - 5:30  Forest  Products  - - Room  3106 

VJ.  K.  Williams;  FFS,  Chairman 


Department  Resource  People 

H.  R.  Josephson  . FS 
J . J . Burns  FS 
M.  M.  Bryan  FS 


R.  K.  Winters 
A.  M.  Sowder 
Lee  R . Paramore 


FS 

FES 

FES 


Wednesday,  November  30 

Commodity  Sessions 

MORNING 


9:30  - 11:00  Dairy 


- Thomas  Jefferson  Auditorium 


Max  K,  Hinds,  FES,  Chairman 
Department  Resource  People 


11:15  - 


Herbert  C . Kriesel 

AMS 

W . D . Bormuth 

AMS 

H.  L.  Forest 

AMS 

P.  Eo  O'Donnell 

AMS 

K , A . Rust 

AMS 

L.  F.  Herrmann 

AM'S 

Herbert  D . Rorex 

AMS 

Mardy  Myers 

AI4S 

Benjamin  Bennett 

AMS 

Gertrude  Weiss 

ARS 

John  L,  Wilson 

AI»IS 

Ralph  E . Hodgson 

ARS 

Don  S.  Anderson 

CSS 

Merton  S.  Parsons 

ARS 

Clarence  J,  Babcock 

FAS 

Earl  0.  Whittier 

ARS 

12:30  Fats  and  Oils 

- Room  3106 

L.  R,  Paramore, 

FES, 

Chairman 

Department  Resoirrce  People 

Sydney  Gershben 

AMS 

V.  H.  Hougen 

FAS 

C . B , Gilliland 

AMS 

J.  E.  Thigpen 

CSS 

J . E , Barr 

AMS 

Ralph  Raper 

css 

Ronald  Mighell 

ARS 

T . B . Walker 

css 

11:15  - 12:30  Sugar 


- Room  4973 


Tom  Murphy,  Sugar  Division,  CSS,  Chairman 
Department  Resoiu*ce  People 


Ole  Homstad 
Hans  Hirsch 


Sugar  Division,  CSS 
Sugar  Division,  CSS 


11:15  - 12:30  Family  Living  - Room  218-A 

Gertrude  S.  Weiss,  ARS,  Chairman 
Outlook  for  Food  Supplies  and  Prices  Harry  Sherr 

Agricult \iral  Economics 
Division,  AliS 

A Method  for  Estimating  the  Relative  Costs 

of  Home-Produced  and  Purchased  Milk  Eloise  Cofer,  Household 

Economics  Research  Br., 
ARS 


( Wedne  sday,  continued ), 
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AFTERNOON 


2:00 


3:30 


3:30 


3:00 


3:30  Poiiltry  , ; Thomas  Jefferson  Auditorium 

Homer  S.  Porteus,  FES,  Chairman 

Denartment  Resource  People  • 


Martin  J,  Gerra 

aMS 

Norris  Pritchard 

AMS 

0 . C . He  ster 

AMS 

Harry  A.  Rust 

AMS 

Edward  Karpoff 

AMS 

Peter  L,  Hanson 

ARS 

Richard  Larkin 

AMS 

Ronald  Mighell 

ARS 

Hermon  i'4iller 

AMS 

Herbert  W . Ford 

FAS 

Robert  F . Moore 

AMS 

John  Scanlon 

FCS 

Arnold  V.  Nordquist 

AMS 

H.  L,  Shrader 

FES 

Mary  Swickard 

AMS 

5:00  Cotton 

E.  P.  Callahan,  FES,  Chairman 


*-  Room  3106 


Department  Resource  People 


Frank  Lo wen stein 

AMS 

E.  Lee  Langsford 

ARS 

Ronald  E.  Betts 

AMS 

F,  Marion  Rhodes 

CSS 

Sydney  Gershben 

AMS 

A3-icG  Linn 

FES 

Charles  H.  Barber 

FAS 

5:00  I'fiieat 

- Thomas  Jefferson 

Aud 

L,  R.  Paramore, 

FES,  Chairman 

Department  Resource  P 

eoole 

Robert  E . Post 

AMS 

Marvin  McLean 

CSS 

R.  K.  Smith 

AMS 

Arnold  A . Garthoff 

css 

C . W . Jackson 

AMS 

A.  J.  Borton 

css 

E.  J.  Bell 

FAS 

Warren  Bailey 

ARS 

R . 0 . Stelzer 

CSS 

Karl  S.  QuissenberryARS 

5 : 00  Family  Living 

- Room  218-A 

Star3.ey  M,  Hunter,  FES, 

C hairman 

Outlook  for  Consumer  Durable  Goods  L,  Jay  Atkinson 

Office  of  Business 
Economics 

Department  of  Commerce 


General  Discussion  on  Family 
Living  Outlook 
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Thtrrsday4  Deeeinber  1 

Commodity  Sessions 

9:30  - 10:30  Fruits  - Room  3046  Peanuts  - Room  2W 

R.  L.  Childress,  FES,  Chairman  Howard  Akers,  FAS,  Chairman 


Dept.  Resource  People 

Dept.  Resource  People 

Ben  Fubols 

AMS 

Sydney  Gershben 

AI^IS 

Joe  Genske 

AMS 

C . B . Gilliland 

AliS 

Paul  Nicholson 

AMS 

George  D . Harrell 

AMS 

A.  C.  J-lanchester 

AMS 

J.  C . Keller 

AMS 

Roy  Royston 

AMS 

D.  S.  Matheson 

AMS 

K.  D.  Rorex 

AMS 

James  \'J . Merrill 

CSS 

Donald  H.  Rubel 

FAS 

Warren  K.  Bailey 

ARS 

R . J . Haskell 

FES 

Volorous  H.  Hougen 

FAS 

J . R , Matchett 

ARS 

D.  Upton  Livermore 

FES 

10:30  - 11:30  Vegetables  &. 

Room  3046 
W.  E.  Jones, 


Dry  Beans  - 
FES,  Chairman 


Tobacco  Room  2W 

Stephen  E.  Wrather,  AI‘1S,  Chairman 


Dept«  Resource  People  Dept«  Resoin'ce  People 


Will  Simmons 

iiMS 

Arthur  G,  Conover 

AMS 

E . J . Holcomb 

Al'iS 

Robert  Hobson 

AMS 

A.  C . Manchester 

al'iS 

Erling  Hole 

ARS 

Roy  Royston 

MS 

Donald  M.  Crooks 

ARS 

Harry  Sherr 

AMS 

Clarence  L.  Miller 

CSS 

a.  C . Cook 

FAS 

Elmer  W.  Hallo v;e  11 

FAS 

R.  J.  Haskell 

FES 

Ear  11  H.  Wildcel 

FCIC 

J.  R.  Matchett 

ARS 

Daniel  Me Garry 

CSS 

11:30  - 12:30  Potatoes  L Sweetpotatoes 

- Room  3046  Rice  Room  2W 

R . L .C hildre ss , FES 

, Chairman  Robert  E.  Post,  AMS,  < 

Chairman 

Dept.  Resoiirce  People 

Dent.  PlB source  People 

Will  Simons 

AMS 

John  Plarsh 

CSS 

E.  J.  Holcomb 

APIS 

Leonard  Ellis 

CSS 

A.  C.  Manchester 

AMS 

J.  A.  Satterfield 

CSS 

A1  Mercker 

AMS 

E.  L.  Langsford 

ARS 

Paul  Nettleton 

AiMS 

Roy  Adair 

ARS 

Roy  Royston 

AliS 

Wallace  Ashby 

ARS 

Harry  Sherr 

AMS 

Walter  M.  Scott 

ARS 

A . C , C 00k 

FAS 

Leo  Holman 

AMS 

R.  J.  Haskell 

FES 

P.  B.  Dwoskin 

AMS 

Star ley  M.  Hunter 

FES 

Deleter  Rivenberg 

FAS 

J.  R.  Matchett 

ARS 

Miss  Thelma  Willalian 

FAS 

AFTEMCON 

(Thomas  Jefferson  Auditoriiim,  South  Building) 


1:30  Panel  on  General  Economic  Situation  - J.  C.  Bottiim,  Indiana 

Chairman 


State 

- Isaiah  Frank,  Office  of  International 
Trade  and  Resources 

Labor 

- Aryness  Joy  Uickens,  Deputy  Commissioner 
Bureau  of  Labor  Statistics 

Commerce 

- Charles  V/ardv/ell,  Office  of  Business 

Economics 

Agriculture 

- 0.  V.  Wells,  Administrator,  AMS 

- Guyrm  Garnett,  Administrator,  FAS 

Federal  Reserve  System  - Woodlief  Thomas,  Economic  Advisor 
3:30  Intermission 

3:45  Strengthening  Futxire  Outlook  Conferences  - C . M.  Ferguson,  FES 

Chairman 


n 

UNITED  STATES  DEPARTI^iENT  OF  AGRICULTURE 
Washington  25 j D,  C, 

Tentative  Program 

33rd  ANNUAL  AGRICULTURAL  OUTLOOK  CONFERENCE 
November  28  - December  1955 


Monday,  November  28 

MORNING 

(Thomas  Jefferson  Auditorium,  South  Building) 
Co  Ma  Ferguson,  Chairman 


9:00 

Registration 

9:30 

Opening  of  Conference 

Ezra  Taft  Benson 

Secretary  of  Agriculture 

9:li5 

World  Situation 

Herbert  Hoover,  Jr, 

Under  Secretary  of  State 

10:15 

Discussion 

10:30 

Intermis  sion 

10:U5 

Domestic  Business  Outlook 

Nathan  M,  Koffsky 

Agricultural  Marketing 
Service 

11:15 

Discussion 

11:30 

Current  Problems  of  Economic  Policy 

Grover  W,  Ensley,  Staff 
Director,  Joint  Committee 
on  the  Economic  Report 

12:00 

Discussion 

12:30 

Limch 

AFTERNOON 

(Thomas  Jefferson  Auditorium, 

South  Building) 

Bushrod  W.  Allin, 

Chairman 

2:00 

Agricultural  Outlook 

F.  V,  Waugh,  Director 
Agricultural  Economics 
Division,  AMS 

2:U5 

Discussion 

3:00 

Outlook  for  Exports 

Gwynn  Garnett,  Administrator 
Foreign  Agricultural 
Service 

3:20 

Discussion 

AEP-146  (10-55) 


(Monday  Afternoon j cont^d) 

3:35 

Intermission 

3:50 

Farm  Costs 

Kenneth  L,  Bachman 

Farm  d;  Land  Management 
Research^  ARS 

U:20 

Discussion 

U:35 

Farm  Family  Living 

Margaret  L,  Brew 

Human  Nutrition  & Home 
Economics  Research^  ARS 

5:00 

Discussion 

5:15 

Adjournment 

Tuesday^  November  29 

MORNING 

(Thomas  Jefferson  Auditoriumj  South  Building) 

LONGER-TERM  OUTLOOK 

B.  T,  ShaWj  Chairman 

9:30 

General  Economic  Outlook 

Dexter  M*  Keezer^  IbGraw-Hill 
Publications 

10:00 

Agricultural  Outlook  - 

0.  V,  Wells j Administrator, 

Consumer  Demand 

AI-B,  and  James  P,  Cavin, 

ms 

10:30 

Agriculture  Outlook  - 

Sherman  Johnson,  Director 

Supply 

Farm  & Land  Management 
Research,  ARS 

11:00 

Intermission 

11:15 

Discussion 

12:00 

Lunch 

AFTERNOON 


CoimTiOdity  Sessions 


1:00  - UiOO  Meat  Animals  aid  Feed  Grains 

Chairman  - S.  T.  Warrington j FES 


Thomas  Jefferson  Auditorium 


3:30  - 5:30  Family  Living  - Session  on  Clothing  Room  218-A 
Chairman  - Gertrude  S,  ^Teiss,  ARS 


U:00  - 5:C0 


Sugar 

Chairman  - Lawrence  EjerSj  CSS 


Room  U966 


14:00  - 5:30  Grass  and  Legume  Seeds 

Chairman  - R.  H.  Tealj  Oregon 

14:00  “ 5:30  Forest  Products 

Chairmen  ~ Williams  and 

L.  Rc  Paramorej  FES 


Room  509~A 


Room  3106 


Wednesday^  November  30 

Commodity  Sessions 


MORNBIG 


9:30  - 11:00  Dairy 

Chairman  - Max  K,  Hinds,  FES 


ll:l5  - 12:30  Fats  and  Oils 

Chairman  - L,  R,  Paramore,  FES 

ll:l5  - 12:30  Family  Living  - Session  on  Food 
Chairman  - Prances  Scudder,  FES 


Thomas  Jefferson  Auditorium 


Room  3106 


Room  218-A 


AFTERNOON 


2:00  - 3:30  Poultry 

Chainnan  - Homer  S,  Porteus,  FES 


Thomas  Jefferson  Auditorium 


3:30  - 5:00  Cotton  Room  3106 

Chairman  - E.  P,  Callahan,  FES 

3:30  - 5:00  l/'Jheat  Room  13U9 

Chairman  - L,  R.  Paramore 

3:00  - 5:00  Family  Living  - Session  on  Room  218-A 

Consumer  Durable  Goods  and 
General  Discussion  on  Family 
Living  Outlook 

Chairman  - Stanley  M,  Hunter,  FES 


-u- 


Thursda^;  Deceinber  1 

MCMING 


Room  509-sA. 


Room 


9:30  - 10:30 

Fruits 

Peanuts 

Chairman  - R.  L.  Childress, 

FES 

Chairman  — Howard  Akers,  CSS 

10:30  - 11:30 

Vegetables  and  Dry  Beans 

Tobacco 

Chairman  - W.  E.  Jones,  FES 

Chairman  - Stephen  E,  Wrather,  iD>IS 

11:30  - 12:30 

Potatoes  & Sweet  Potatoes 

Rice 

Chairmnn  - R.  L.  Childress, 

FES 

Chairman  - Robert  E*  Post,  AMS 

AFTERNOON 

(THomas  Jefferson  Auditoriiim,  South  Building) 


1:30  Panel  on  General  Economic  Situation  - Ch&almian,  Jo  Co  Bottum,  Indiana 


State 


- Isaiah  Frank,  Office  of  International  Trade 
and  ResouiTces 


Labor  - Aryness  Joy  Wickens,  Acting  Commissioner 

Bureau  of  Labor  Statistics 

Commerce  — M*  Joseph  Meehan,  Director 

Office  of  Business  Economics 


Agriciilture  - 0*  Y„  Wells,  Administratcar,  AMS 

- Gwynn  Garnett,  Administrator,  FAS 

Federal  Reserve  -*  Woodlief  Thomas,  Economist 
System 

3 : 30  Intermission 

3:U5  Strengthening  Futxire  Outlook  Conferences  - Chairman,  C»  M»  Ferguson 

Administrator,  FES 


Some  State  and  IJSDA  publications  will  be  displayed  in  the  Extension  conference 
room  No*  6028;  this  room  also  will  be  available  for  private  conferences. 


U.  S.  Department  of  Apiculture  ^ 

Office  of  the  Secretary 

^ WjiLCOIiE  TO  OUTLOOK  COKFLRENCL 

On  "behalf  of  all  of  us  here  I am  extremely  happy  to  welcome  you  state 
extension  people  to  this  33rd  Annual  Agricultural  Outlook  Conference.  I loiow 
some  of  you;  I wish  that  I Imew  all  of  you.  But  I am  well  acquainted  with  the 
work  of  the  state  extension  services  and  the  progress  that  you  have  made.  Your 
work  is  not  easy  --  getting  the  results  of  research  to  the  farmers,  marketers 
and  consumers;  hut  you  can  take  a great  deal  of  pride  in  knowing  that  your  work 
has  contributed  greatly  to  the  welfare  of  all  groups. 

A very  important  phase  of  your  work  is  marketing  information  and  outlook 
for  all  of  these  groups.  That  is,  supplying  facts  about  current  and  past  economic 
situations  and  possible  trends  which  help  people  to  make  their  own  decisions  on 
plans  for  the  futxire.  Being  raised  on  a farm  I became  aware  at  an  early  age  of 
the  farmer's  needs  for  outlook  information.  I watched  all  of  our  neighbors  make 
decisions,  long  range  plans,  planting  and  marketing  decisions  with  inadequate 
luiovrledge  of  the  economic  situation  and  inadequate  loiowledge  of  the  outlook  for 
the  period  ahead.  Later  in  the  operation  of  my  own  farm,  I was  brought  to  realize 
the  need  for  reliable  economic  information. 

Some  years  later  I was  fortunate  enough  to  work  for  a number  of  years  for 
the  extension  service  in  Idaho.  This  was  gratifying  work  --  working  with  farmers, 
marketers  and  consumers  in  helping  them  improve  their  incomes  and  standards  of 
living  and  it  was  there  that  I was  brought  face  to  face  with  the  need  for  better 
outlook  information. 

I believe  very  strongly  in  outlook  work.  I believe  that  people  in  general 
as  well  as  farm  people  deserve  the  very  best  economic  and  outlook  information. 

Talk  by  Secretary  of  Agriculture  Ezra  Taft'^^nson,  welcoming  delegates  to  the  33^<3. 
Annual  Outlook  Conference,  Washington,  D,  C.,  9;30  a.m.  EST,  November  28,  1955. 
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By  and  large,  research  and  education  have  been  successful  in  developing  and 
extending  beneficial  knovledge  about  technical  production  practices.  But  good 
management  also  requires  a wealth  of  information  that  reflects  the  tremendous 
impact  upon  farming  that  comes  from  economic  and  political  forces  arising  from 
a myriad  of  developments  and  decisions  made  by  many  individuals,  groups,  and 
governments. 

Farm  people  must  have  a sturdy  base  for  their  economic  decisions.  Should 
my  sons  stay  in  farming?  If  so,  in  what  types  of  enterprises?  Should  I expand 
my  dairy  herd;  when  should  I market  my  potatoes  or  apples?  These  are  only  a very 
few  of  the  many  types  of  decisions  to  be  made  daily.  Farmers  look  to  you,  and 
more  specifically  to  the  county  e:rbension  staffs,  for  information  which  will  help 
in  making  more  intelligent  decisions.  It  is  your  job  to  see  that  they  have  the 
most  accurate  and  complete  information  possible. 

Providing  farmers  and  marketers  with  the  necessary  outlook  information  is 
a tremendous  task,  but  we  have  an  impressive  team  available  to  do  this  work. 

Here  in  Washington,  D.  C.,  we  have  capable  economic  analysts  preparing  the  many 
situation  reports  and  other  materials.  The  state  extension  staffs  then  take  this 
information  and  in  cooperation  with  their  economic  and  other  research  people 
adapt  the  national  outlook  to  their  particular  state  and  region.  But,  of  course, 
this  is  only  the  beginning.  Getting  the  information  out  to  the  farmers  in  ways 
they  can  understand  and  use  becomes  a team  job  within  each  state.  The  farm 
management  people,  the  marketing  people,  the  consumer  information  people  and 
other  staff  members  all  must  apply  that  information  in  their  individual  efforts 
to  serve  the  folks  on  the  farm.  The  problem  of  disseminating  this  information 
clearly,  concisely,  and  convincingly  is  tough.  I Icnow  that.  And  I know  that  the 
county  agents  must  play  a key  role  in  getting  out  essential  facts  on  the  agricul- 
tural outlook,  and  home  demonstration  agents  on  the  farm  family  outlook.  How 
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well  they  play  that  role  depends  on  you.  Not  only  must  they  be  supplied  con- 
tinuously with  the  current  and  adapted  economic  information,  but  they  must  be 
trained  to  interpret  and  apply  this  in  helping  solve  the  marketing  problems  of 
the  people  of  their  county.  The  training  of  your  county  staffs  is  also  a 
continuous  job.  Thus,  outlook  work  is  a team  job  and  there  is  no  substitute  for 
a smoothly  working  team  to  get  the  accurate  and  complete  information  out  to 
farmers  and  others  in  the  most  usable  form. 

Good  outlook  information  plays  some  other  important  roles  as  well.  True, 
it  provides  sound  economic  facts  and  probable  trends  important  in  making 
individual  decisions.  But  it  also  establishes  a base  for  the  many  broader  policy 
decisions  that  individuals  as  a group  must  necessarily  make. 

Although  we  still  can  strengthen  the  manner  in  which  we  develop  the  outlook 
information,  we  are  far  too  weak  in  its  application  to  groups  as  well  as  to 
individuals.  We  need,  it  seems  to  me,  to  do  more  pioneering  in  the  simplifying 
and  pointing  up  of  outlook  information  that  will  clarify  it  better  in  terms  of 
its  realistic  application  by  farm  people  and  their  groups  to  the  perplexing 
situations  they  face.  I understand  that  many  economists  and  extension  workers 
are  facing  up  to  this  problem. 

The  Federal  Extension  Service  tells  me  that  many  of  you  are  seeking  more 
effective  ways  of  popularizing  a great  mass  of  statistics  and  analyses  so  they 
will  be  more  palatable  and  easier  to  incorporate  into  farmer  thinking  and  action. 
Surely,  I want  to  endorse  that  heartily. 

Outlook  work  is  no  longer  an  annual  affair.  It  is  now  a year  around 
program  of  providing  information  continuously  as  situations  change.  For,  the 
farmers  and  all  others  are  faced  with  continuous  decisions.  But  it  is  important 
that  each  year  you  take  time  to  study  and  analyze  more  thoroughly  the  broader 
issues  in  the  year  ahead  which  affect  the  farmers  and  others  who  will  receive  and 
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use  this  information.  And  that  is  one  of  the  reasons  for  this  outlook  conference 
--to  consider  in  more  detail  the  outlook  for  the  coming  year  and  the  economic 
situations  lying  behind  the  outlook.  This  conference  does  more  however;  it 
allows  you  people  to  exchange  ideas  among  yourselves  and  with  our  analysts  in  the 
Department  whose  responsibility  it  is  to  prepare  the  many  situation  reports  and 
other  materials  you  use.  All  of  the  information  gathered  here  is  to  help  imple- 
ment your  continuous  outlook  programs. 

Now  with  regard  to  this  particular  conference  just  beginning.  The 
Department  is  making  an  effort  to  strengthen  its  outlook  wprk.  We  are  placing 
more  emphasis  on  outlook  work.  V/e  have  set  up  a committee  of  state  and  department 
people  to  advise  us  in  planning  the  conference,  in  developing  sessions  and 
materials  which  will  be  of  the  greatest  possible  use  to  you  delegates  and  your 
associates  in  conducting  outlook  work. 

In  conclusion,  I'd  like  to  say  that  what  you  will  do  here  is  extremely 
important  to  farm  people,  to  agriculture  in  general,  and  to  the  nation.  Never 
doubt  that  for  a moment.  We  want  to  be  of  any  assistance  we  can  in  assisting 
you  extension  people  with  the  tremendous  task  you  face.  This  is  truly  your  week. 
I loiow  that  you  will  make  the  most  of  it;  we  have  resource  people  available  to 
assist  you  and  I know  that  they  will  be  glad  to  help  you  in  any  way  they  can. 

You  have  the  Department ' s gratitude  for  the  contribution  you  make  , , . and 
to  that  I'd  like  to  add  my  own  personal  and  very  sincere  thanks. 
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Y Export  Potential  for  United  States  Egg  and  Poultr;^  Products  ^ 


The  United  States  poultr^'-  industry'"  provides  the  American  farmer  with  his  third 
largest  source  of  income.  Gross  receipts  from  poultrpa  and  eggs  in  195^^  totaled 
over  3.5  billion  dollars  compared  to  3.2  billion  dollars  in  1914-6,  This  develop- 
ment is  most  significant  when  one  realizes  that  the  increased  production  of  eggs 
and  poultry  meat  was  distributed  through  domestic  retail  channels. 


The  U,S,  poultry  industry  is  substantially  larger  than  the  industries  of  Denmark 
and  the  Netherlands.  However,  we  export  less  than  one-half  of  their  annual  ex- 
ports. Denmark  in  1951;  exported  over  78  million  dollars  worth  of  eggs  and 
poultry  products  and  the  Netherlands  exported  almost  96  million  dollars.  Shell 
eggs  were  the  major  item  exported. 


U.S,  exports  of  egg  and  poultry  products  for  calendar  year  1955,  should  be  33 
million  dollars  compared  to  29  million  last  year.  Turkey  meat  exports  should 
reach  8 million  pounds  in  1955  with  Canada  being  the  major  importer.  The  main 
item  we  export  is  shell  eggs  which  annually  represents  in  value  over  50  percent 
of  our  trade. 


The  U.S,  poultry  industry,  unlike  some  farm  industries,  has  never  had  to  depend 
on  an  export  market.  However,  our  exports  have  increased  from  a little  over  1 
million  dollars  in  1937  to  a predicted  33  million  in  1955.  Even  so,  this  figure 
does  not  represent  1 percent  of  the  farmer's  predicted  gross  receipts  for  1955. 

Recently  various  members  of  the  U.S,  poultrv  ind.ustr3’'  have  become  interested  in 
the  export  market  because  of  their  ability  to  increase  production  in  a period  of 
weeks  and  because  the  industry  produces  high  quality  merchandise  which,  at  all  or 
various  times  of  the  -^T-ear,  can  favorably  compete  on  the  world  market. 

C,C.  Warren,  Chief,  Commodity  Analysis  Branch,  Dairy  and  Poultry  Division,  FAS, 
after  interviewing  numerous  U.S,  poiiLtry  exporters,  reported  increased  industry 
interest  in  exports.  Various  associations  are  setting  up  committees  to  backstop 
FAS  efforts  to  promote  export  trade.  The  Turkey  Industry  Advisory  Committee, 
which  met  November  17  and  18,  reported  to  Secretary  Benson  the  following:  "The 
Committee  recognizes  a need,  to  develop  export  markets  for  poultrv^  products,  to 
the  mutual  advantage  of  both  the  United  States  and  importing  countries.  The 
Committee  recommends  that  the  Department  give  prompt  consideration  to  creating 
a committee  of  industry  representatives  from  all  branches  of  the  poultr3^  industry 
to  assist  the  Department  in  developing  expanded  export  outlets  for  poultr3^ 
products" , 
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?ru3rtih1y  our  major  market  consists  of  countries  in  Latin  America.  Mexico  is  the 
largest  buyer  of  United  States  egg  and  poultry  products.  In  195U  its  ourcliases 
totaled  almost  ^>8,9  million,  including  approximately  700  thousand  eases  of  maz’kct 
eggs  and  around  k million  baby  chicks.  The  majoritj?'  of  chicks  imported  were 
straight-run,  hut  as  hatching  egg  production  increases  the  demand  for  foundation 
stock  should  coiitinue  to  rise.  The  Mexican  Govcrimient,  in  its  program  to  encourage 
consumption  of  corhain,  buoi-c:  foods,  iij,ol.uding  eggs,  is  the  laa.ior  pui'chasing  agent 
for  shell  eggs, 

Venezuela  is  the  United  States'  second  largest  market  for  egg  and  poultry  products. 
It  is  a hard  currency  country  and  largely  dependent  on  imported  food  stuffs,  as 
well  as  manufactured  items  necessary  in  building  a poultry  industry.  Other  export- 
ing countries  continually  try  to  obtain  a share  of  this  market. 

Last  year  Venezuela  purchased  over  ^00  million  dollars  worth  of  United  States  agri- 
cultural and  industrial  products,  including  more  than  6 million  dollars  spent  for 
egg  and  poultry  products.  Practically  all  of  Venezuela's  imports  up  to  19^3  came 
from  the  United  States,  However,  during  the  soring  months  since  19^3  Denmark  and 
Canada  have  been  succossfullj^  comocting  with  United  States  market  eggs.  It  is 
estimated  that  Venezuela  imported  70,000  eases  of  eggs  from  Denmark  during  the 
1955  spring  production  season.  Indications  are  that  Denmark  and  Canada  will  have 
large  quantities  of  eggs  for  export  during  the  spring  months  of  1956. 

Cuba  is  another  important  market  for  U,S.  poultr^^  products.  During  195^  Cuba 
imported  lj.,5  million  dozen  of  market  eggs;  70,000  pounds  of  live  poultry;  280,0C0 
pounds  of  killed  poultry  and  small  game;  120,000  pounds  of  eviscerated  poultry 
and  some  5 million  hatching  eggs  duty  free. 

Colombia  onl^;-  in  the  last  two  years  has  become  an  important  market  for  United 
States  market  eggs,  chicks,  and  canned  poultry.  During  195ii  Colombia  impoi-tcd 
2,576,000  dozen  market  eggs,  90i;j000  baby  chicks,  and  1_,006,000  pounds  of 
canned  poultry. 

Poultry  personnel  of  Foreign  Agrjcultural  Service  arc  e©oprrctang  with  industry 
in  order  to  expand  export  markets.  Efforts  to  ease  or  remove  restrictions  viiich 
bar  United  States  poultrj^  products  from  European  markets  arc  continuing.  The 
United  Kingdom  presently  enforces  so-ca].lcd  sanitary  res-tilctions  (which  arc 
really  economic)  against  United  States  poultiy  products,  Ucstern  Germany,  the 
world's  largest  importer  of  eggs  and  poultrjr  products,  has  refused  to  issue  dollar 
permits  for  the  importati.on  of  United  States  poultry  items.  It  is  hoped  that 
these  restrictions  and  others  of  similar  nature  may  be  removed  through  the  combirii-c 
efforts  of  the  United  States  Deportment  of  Agriculture  and  th^  United  States 
poultry  industry. 
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WORLD  FEED  GRAINS  SITUATION  AS  RELATED  TO  U,S.  EXPORT  POTENTIAL 


World  Production 

World  production  o.f  feed  grains  has  increased  considerably  since  World 
War  IIo  The  1955  crops  of  corn^  oats  and  barley  totaled  307  million  short 
tons  compared  with  the  prewar  1935-39  average  of  260  million  tons. 

The  U,S,  leads  the  world  in  the  production  of  feed  grains.  In  1955  our  pro- 
duction of  the  3 feed  grains  mentioned  above  totaled  12'^  million  short  tons, 
or  40  percent  of  the  v/orld’s  outturn.  In  addition our  production  of  grain 
sorghums  continues  to  increase,  this  year's  near  •record  crop  of  227  million 
bushels  being  much  greater  than  the  1937-41  prewar  average  of  78  million 
bushels , 

One  of  the  outstanding  features  of  the  upward  trend  in  world  feed  gram 
production  since  World  War  II,  has  been  increases  in  U.S,  com  crops.  Our 
production  in  recent  years  has  averaged  over  3 billion  bushels  compared 
with  about  2,6  billion  during  the  prewar  1937-41  period.  This  increase 
has  occurred  despite  much  smaller  acreages.  The  U,S,  now  accoxmts  for  over 
half  of  the  world's  corn  crop. 

Other  important  developments  in  the  world  production  of  feed  grains  during 
the  past  decade  has  been  the  marked  increase  in  production  of  oats  and 
barley  in  Canada,  Austral.ia  and  Argentina,  Earley  production  also  has 
mcreased  shamly  in  the  Near  East  and  sorghums  in  parts  of  Asia,  notably 
India,  Production  of  feed  grains  in  Western  Europe,  which  was  reduced 
considerably  during  and  immediately  follov/ing  the  war,  has  increased  to  a 
level  somewhat  above  prewar  because  of  a substantial  expansion  in  barley. 
Partly  offsetting  the  increase  has  boon  the  decline  in  com  production  in 
Argentina,  historically  the  world's  largest  exporter, 

Backgromd  of  World  Trade 

Foreign  trade  in  feed  grains  by  the  U,S,  traditionally  has  amounted  to  a 
veiy  small  part,  2-5  percent,  of  our  production.  The  bulk  of  our  crop  is 
used  for  feeding  livestock. 

World  trade  in  feed  grains  increased  during  the  early  and  mj.ddle  1930 's  and 
then  leveled  off  at  around  15-16  million  short  tons  per  year.  In  contrast 
to  wheat,  international  trade  in  coarse  grains  recovered  slowly  after  the 
war  and  did  not  reach  the  prewar  level  xantil  1953-54->  Factors  contributing 
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to  this  slow  recovery  were  the  more  pressing  demands  on  shipping,  presented 
by  the  postwar  wheat  requirements,  the  dollar  fihortagc  in  most  of  the  im- 
porting countries,  and  smaller  livestock  numbers  in  a number  of  countries. 
Although  world  exports  are  now  approximately  at  the  prewar  level,  there  have 
been  Important  shifts  by  countries  and  areas.  Before  the  War,  Argentina 
shipped  well  over  half  of  the  world’s  exports  of  corn,  or  about  62  million 
short  tons  per  year,  Dui'j.ng  the  postwar  period,  Argentina's  exports 
generally  have  ranged  from  1-2  million  tons  per  year  but  have  been  con- 
siderably loss  in  some  of  the  recent  years.  This  decline  may  be  attributed 
to  reduced  acreage,  nome  bad  seasons,  increased  farm  costs,  shortage  of 
labor  and  other  factors.  The  following  table  shows  the  quantities  of  corn 
exported  by  Argentina,  with  other  supply  and  distribution  data  for  recent 
years,  together  with  the  prewar  average. 


ARGENTINE  CORNj  Supply  and  disposition  data 


Year 

beginning 

April  1 

Carry-over 

at 

beginning 

• 4 

» « 

tProduction; 

Total  ; 
supp3.y  ; 

; Total 

Exports  : domestic 

j disappearance 

Carry-over 

at 

end 

Average  1935-39 

15 

311 

326 

237 

74 

15 

1944 

5 

344 

349 

25 

224 

100 

1945 

100 

117 

217 

32 

173 

3.2 

1946 

12 

140 

152 

84 

53 

15 

1947 

15 

229 

244 

112 

102 

30 

1948 

30 

205 

235 

80 

125 

30 

1949 

30 

136 

166 

42 

96 

28 

1950 

28 

33 

61 

18 

40 

3 

1951 

3 

103 

106 

19 

75 

12 

1952 

12 

80 

92 

24 

63 

5 

1953 

5 

140 

145 

45 

96 

4 

1954 

4 

175 

179 

(74) 

(100) 

£: 

> 

1955 

5 

105 

no 

Another  highlight  of  the  postwar  trade  in  feed  grains  is  the  increased 
exports  of  barley  and  oats  from  Canada,  although  the  1954-55  Canadian  exports 
of  these  grains  were  somewhat  below  recent  years,  following  the  smaller  3.954 
crop  and  the  Section  22  U,S.  import  quotas-  The  1955  crops  of  oats  and  barley 
in  Canada  were  well  above  avei-age,  and  Canada  has  large  export  availabilities 
oi  hhese  gx-ai T)s  this  season. 


CAMDIAN  OATS  Ai\fD  BAPtLEYj  Supply  and  disposition  data 

(Million  bushels ) 


Year 

beginning 
August  1 

• 

• 

Supply 

• 

• 

Disposition 

;Carry-over 
s at 

; beginning 

;Prnductif 

: Total  ? Exports  : 

^n ; supply i including  % 

% 1/  jproducts  :di 

Total  : Carry-over 

domestic  : at 

sappearance i end 

OATS 

Average  1935-39 

30,7 

338.1 

371.9 

14.0 

323.1 

34,8 

1944 

108.5 

418.1 

526,6 

85.8 

342.6 

98.3 

1945 

98,3 

351,2 

4^'>9.5 

43.9 

328,1 

77.5 

1946 

77,5 

360.9 

438,4 

29,8 

339.1 

69,5 

1947 

69.5 

270.2 

339.7 

10.2 

281,6 

47.9 

1943 

47.9 

345.3 

393.4 

23,2 

309.6 

60.5 

1949 

60.5 

304.6 

365.5 

20.5 

300,1 

44.9 

1950 

44.9 

401.8 

35,4 

317.1 

95,2 

1951 

95.2 

488,1 

583.3 

70,6 

404.3 

.108,4 

1952 

108,4 

466,8 

575,2 

65.4 

365.4 

li^i4.4 

1953 

144.4 

407,0 

551.4 

70,7 

354.9 

125,8 

10-year  average 

85,5 

381,4 

467.1 

45.6 

334.3 

87,2 

1954  Prel, 

125,8 

306. 8 

432,6 

22„2 

329,2 

81.1 

1955  Prel, 

81.1 

403.8 

484.9 

BARLEY 

Average  1935-39 

8.1 

88,9 

97,0 

13.1 

74.5 

9,4 

1944 

45.9 

187,3 

233,3 

39.4 

I64.9 

28.9 

1945 

28.9 

148,8 

177,7 

4.4 

143.4 

29,9 

1946 

29,9 

U6.9 

176.8 

6.9 

141.1 

/i8.8 

1947 

28,8 

139.9 

168,7 

2,7 

134.5 

31.4 

1943 

31.4 

152.3 

183.7 

21,7 

132,3 

29.7 

1949 

29,7 

118.0 

147.8 

17.5 

110.0 

20,4 

1950 

20.4 

167,5 

187.9 

23.1 

111.3 

53.5 

1951 

53,5 

245  0 2 

298.7 

69.9 

149.3 

79,5 

1952 

79,5 

291.4 

370.9 

118,9 

140.4 

111,7 

1953 

111.7 

262.1 

373,7 

90.0 

137.8 

145.9 

10-year  average 

46.0 

185.9 

231.9 

39.5 

136,5 

56,0 

1954  Prel. 

U5,9 

175,5 

321.4 

77.1 

157.1 

87,2 

1955  Prel. 

87.2 

251.8 

339.0 

1/  Includes  imports  which  are  normally  quite  small. 


The  Danube  Basin  formerly  was  a rather  important  source  for  feed  grain 
exports  but  in  recent  years  only  small  quantities  have  been  exported  from 
this  area. 


Western  Europe  continues  to  be  the  world's  largest  importer  of  feed  grains = 

In  1954-55,  this  area  accounted  for  about  two-thirds  of  the  'world's  imports. 
Parts  of  Asia,  notabI.y  Japan,  are  also  rather  important  importers  of  feed 
grains,  especially  barley.  Practically  all  of  the  feed  grain  imported  into 
Western  Europe  is  used  for  feeding  livestock  whereas  much  of  the  barley  and 
grain  sorgh-ums  moving  into  Asia  are  used  for  human  food, 

U.  S.  Exports 

Our  exports  of  the  4 feed  grains  (corn,  oats,  barley  and  sorghxoms),  including 
the  products,  although  accounting  for  only  a smaU.  part  of  production,  in- 
creased to  about  Sg"  mj.llion  short  tons  in  1954-55  from  3.8  million  in  1953-54. 
A further  increase  appears  likely  this  season,  the  rate  of  movement  thus  far 
in  1955-56  having  been  well  above  that  of  last  season. 

Before  World  War  II,  the  U.S,  exported  only  about  1,7  million  short  tons  of 
feed  grains  per  season.  Our  exports  increased  to  a m-ach  higher  level  during 
the  postwar  years.  It  should  be  noted  that  a large  part  of  our  shipments  a 
few  years  ago  were  made  under  various  aid  programs.  During  the  period 
1948-51,  about  70  percent  of  the  U,S.  shipments  of  feed  grains  occurred  in 
this  man.ner. 


United  States  exports  of  feed  grains,  including  products 


Marketing 
year  }J 

Corn 

: Grain 
: sorghums 

\ Oats 

Barley 

• • 

Total 

Million 

; MilD.ion 

: Million 

; Million  : 

1,000 

bushels 

: bushels 

: bushels 

: bushels  ; 

short  tons 

Average  1935-39 

50.8 

2j  0,2 

4.2 

9.8 

1,730 

1944 

23.3 

4.9 

5.0 

4.7 

982 

1945 

31.5 

0.9 

21.2 

9.3 

1,470 

1946 

137.0 

24.0 

26.0 

16.4 

5,318 

1947 

15.1 

16.6 

20.7 

24.1 

1,797 

1948 

118.5 

40.0 

25,1 

27.7 

5,504 

1949 

112,2 

31.6 

15.6 

21.5 

4,792 

1950 

117,0 

75.3 

6.7 

40,0 

6,452 

1951 

81,6 

62.1 

4.6 

31.0 

4,8a 

1952 

145.4 

10.4 

4.1 

37.1 

5,318 

1953 

103.4 

15,3 

3.4 

18.9 

3,832 

1954 

102.9 

Ln.i 

15.4 

43.5 

5,508 

1/  Year  begins  October  1 for  corn  and  grain  sorghum.s  and  July  1 for  oats 
and  barley.  2/  Exports  on  calendar  year  basis. 


Dnports 


Historically,  the  U.S,  imports  very  little  feed  grains.  HoXirever,  substantial 
quantities  of  oats  and  barley  were  imported  from  Canada  during  and  immediately 
following  World  War  II.  Also,  in  more  recent  posWar  years,  these  grains 
were  imported  in  large  volume,  at  a time  when  large  supplies  were  available 
in  this  comtry. 
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United  States  imports  of  feed  grains,  including  products 


Marketing 
year  1/ 

. . 

Corn 

5 Grain  s 
; sorghums  i 

• 

} Barley 

J Total 

: Million 

£ itLllion  t Pllllion 

i jylillion 

i,oo'o 

’ s bushels 

t b'asb.o].s  ; bushels 

; bushels 

t short  tons 

Average  1935-39 

, ' 2 2/  25.6 

2,4 

9o7 

988 

1944 

% 6,1 

68,7 

37c9 

2,180 

1945 

g 0,6 

” 24, 1 

5®8 

54.2 

1946 

0,6 

1,0 

4.3 

136 

1947 

£ 0,7 

1,7 

1,2 

76 

1948  ‘ 

■ s 0,7 

19o3 

12,1 

619 

1949 

: 0,7 

19o8 

18,2 

773 

1950 

£ 0,7 

30,2 

13.9 

836 

1951 

: 0,9 

- 62.3 

12,9 

1,332 

1952 

0,9 

- 6806 

24,9 

1,720 

1953 

% 1,1 

79o8 

38.3 

2,227 

1954  1/ 

; 1.1 

20.0 

24,1 

929 

1/  Year  begins  October  1 for  corn  and  grain  sorhgums  and  July  1 for  oats 
and  barley.  2/  Iiicludes  drought  period  in  mid- thirties  when  imports  of 
corn  were  abnormally  large,  ^ Preliiuinary. 


Import  Controls 

The  large  quantities  of  oats  and  barley  imported  jjQ  recent  years,  when 
domestic  supplies  were  large,  prompted  our  Government  to  impose  quantitative 
limitations  mder  the  provisions  of  Section  22  of  the  Agricultural  Adjustment 
Act,  Inport  quotas  may  be  imposed  under  this  Act  when  imports  are  interfering 
or  threaten  to  interfere  materially  with  programs  or  operations  conducted  by 
the  Dopartment  of  Agriculture,  Section  22  quotas  wore  first  imposed  on  oats 
in  1.953  and  on  barley  in  1954-  During  the  recent  quota  period,  October  .1, 
1954-September  30,  1955,  those  import  quotas  were  40  million  bushels  for  oats 
and  27.5  million  for  barley.  However,  neither  quota  was  fill.ed  as  only 
around  17  million  bushels  of  oats  and  19  million  bushels  of  barley  (including 
malt}  were  imported.  Quotas  were  not  reimposed  after  September  30,  1955 » 
Therefore,  we  have  no  quantitative  limitations  upon  the  importation  of  oats 
and  barley  at  this  time,  even  though  there  arc  large  supplies  of  these  grains 
in  countries  that  could  ship  to  the  UoS.,  parbicularly  Canada,  Oum  supplies 
are  very  large,  however,  and  U,S,  price  support  ro.tes  have  been  lowered  on 
these  grains.  The  present  relationship  between  prices  in  the  U,S.  and  Canada 
does  not  encourage  large  imports,  and  this  situation  is  expected  to  continue. 
However,  if  it  should  change  and  imports  should  begin  entering  in  large 
volume,  it  would  again  become  necessary  to  impose  import  limitations. 

Potential  Foreign  Market  for  U.S,  Feed  Grains 

As  pointed  out  earlier,  only  a small  percent  of  U,S,  feed  grains  are  exported. 
However,  our  exports  in  1954-55,  about  5^  million  short  tons,  were  consider- 
ably larger  than  the  3.8  million  tons  shipped  in  1953-54.  Indications  point 
to  a further  increase,  at  least  a milI.ion  tons,  during  the  cur-rent  marketing 
season.  The  prospective  increase  would  be  even  greater  if  all  feed  grains 
were  considered  on  a fiscal  year  ( JiHy-June  ) rather  than  a marketing  year 
basis,  as  com  and  sorghums  shipments  since  July  1,  1955  have  increased  sub- 
stantially over  last  year. 
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There  may  be  some  further  increase  in  the  world  exports  of  feed  grains 
because  of  the  following; 

1.  /lany  of  the  importing  countries  are  striving  to  become  more  nearly 
self-sufficient  in  the  production  of  food  grains.  So  long  as  this  practice 
continues,  the  outturn  of  feed  grains  will  not  be  as  large  as  it  otherwise 
would  be. 

2.  Livestock  numbers  are  increasing  in  importing  countries,  many  of 
which  are  also  feeding  heavier  per  animal  unit.  The  resulting  increase  in 
requirements  may  more  than  offset  increased  production  in  such  countries. 

3.  mrkets  for  certain  mixed  feeds,  particiilarly  poultry  and  dairy 
feeds  in  Latin  America  and  other  areas  ’of  the  world,  slsctild  expand. 

The  United  States  should  share  in  the  larger  world  exports  of  feed  grains. 

As  indicated  earlier,  our  exports  of  feed  grains  are  expected  to  increase 
about  a million  tons  this  season.  One  factor  which  shoiiLd  contribute  to 
larger  shipments  of  U.S.  corn  in  1955-56  is  that  Argentina  will  provide 
little  competition  for  some  time  because  of  the  short  crop  harvested  in 
April  1955,  We  have  very  large  export  availabilities  of  each  of  the  feed 
grains  and  the  use  of  the  special  export  programs  now  in  effect  shouild  enable 
us  to  move  larger  volumes  of  these  grains.  These  programs  are; 

1.  Title  I,  Public  Law  480,  is  providing  a means  for  exporting  a number 
of  agricultural  commodities,  including  feed  grains,  for  the  "local  currency" 
of  importing  countries.  Each  of  the  4 feed  grains  may  be  moved  under  this 
progrm.  In  1954-55  (July- June)  we  shipped  about  158,000  short  tons  of  these 
grains  under  this  program  and  should  move  considerable  more  this  season, 

2.  Feed  grains  are  also  being  exported  under  barter  transactions. 

Under  the  provisions  of  the  CCC  Charter  Act,  as  amended,  and  Title  III, 

P.L,  480,  CCG-ovmed  agricultural  commodities  may  be  exchanged  for  strategic 
materials  or  other  materials,  goods,  or  eqmpment  required  by  U.S,  Government 
agencies.  In  1954-55  (July-June),  shipments  under  barter  totaled  about  8,4 
million  bushels  of  grain  sorghums,  4.4  million  bushels  of  com,  5.3  million 
bushels  of  barley  and  2,8  million  bushels  of  oats.  These  shipments  were 
equivalent  to  530,400  short  tons.  Exports  of  feed  grains  under  the  barter 
program  are  expected  to  continue  at  or  above  the  1954-55  rate  this  season. 

3.  We  also  will  continue  to  move  feed  grains  under  the  programs  ad- 
ministered by  IGA  (International  Cooperation  Administration).  Under  Title  II, 
P.L,  480,  shipments  of  agricultural  commodities,  including  feed  grains  and 
some  of  their  products  nay  be  made  to  foreign  countries  for  relief  purposes. 
Section  402  of  the  Mutual  Security  Act,  which  also  is  administered  by  ICA, 

is  used  to  provide  foreign  assistance  to  finance  the  export  sales  of  U.S. 
surplus  commodities,  including  feed  grains.  Movement  of  feed  grains  under 
these  two  ICA  programs  totaled  about  710,000  short  tons  in  1954-55. 

In  addition  to  the  above  special  programs,  the  Commodity  Credit  Corporation 
has  sold  feed  grains  for  export  at  prices  generally  in  line  with  world  prices,. 
This  permits  regialar  commercial  sales  to  be  made  at  competitive  world  price 
levels , 

By  making  use  of  the  above  special  programs,  and  taking  into  account  a probable 
larger  world  utilization  of  feed  grains,  the  U.S,  may  welX  increase  exports  of 
feed  grains  by  at  least  a million  short  tons  in  1955-56. 
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Y THE  DAIRY  OUTLOOK  SUPPLEIiSNT  ^ 

Each  year  many  e::tension  workers  who  have  other  r.iajor  responsibilities  are 
called  upon  to  present  outlook  information«  Their  problem  suddenly  becomes 
hot-r  to  ^^get  up  to  date"  with  important  facts  that  malce  up  the  outlook. 

This  supplement  was  prepared  for  those  called  upon  to  present  dairy  outlook 
to  provide  information  about  (l)  some  of  the  background  developments  leading 
to  the  present  situation  in  the  dairy  industryj  (2)  some  of  the  irriportant 
factors  that  affect  or  detei.iiine  the  dairy  outlook;  (3)  some  of  the  recent 
developments  affecting  the  dairy  industry;  and  (It)  some  recent  analyses  per- 
taining to  the  dairjr  industry. 


CONTENTS 

lo  Bench  Harks  Trends  - Developments 

The  irportcnce  of  the  domestic  market;  population;  milk  needs  of 
an  increasing  population;  level  of  total  milk  production;  changes 
in  consiTiiption^  form  in  which  solcp  use  of  milk  solids  not  fat; 
factors  contributing  to  the  siu^plus;  and  changes  in  tlie  makeup 
of  dairy  herds. 

II o Factors  affecting  the  Dairy  Outlook 

Factors  affecting  supply  such  as:  mills:  cow  nmbers,  production  laer 
cowj  alternative  enterprises^  costs  of  production.  Factors  affect- 
ing demand  si-’.ch  as:  popxilation^  consumption  changes,  consumer  pur- 
chasing power,  Government  programs, 

IIIo  Recent  Developments  Affecting  the  Dair3r  Industry 

Marketing  acti\'ities  in  foreign  countries;  the  special  school  milk 
program;  direct  distribution  of  daiig.’-  products;  and  some  adjust- 
ments farmers  are  malcing. 

TJ„  Reports  and  Analyses 

The  Grange  Report;  the  United  States  Departi.ient  of  Agriculture 
study  and  report  to  Congress  on  Januaig/'  195'5;  the  United  States 
Departi'.ient  of  Agriculture  barrier  study;  the  Cornell  University 
study  on  milk  vs.  butter;  the  Congressional  heau’ings;  data  on 
household  purchases  of  certain  dairy  products.  (A  brief  description 
of  these  reports  is  given  on  page  22  folloT;ed  by  abstracts  or 
summary  statement.) 

V.  Reference  Materials 
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I,  BENCH  M/'aiS  - TRENDS  « DEVELOPIM'JTS 

To  aid  in  "getting  up  to  date"  'uith  the  current  dair^r  situation  the  lollow- 
obser-vations,  generalizations,  and  trends  -will  give  jou  a bir dseye  vie--:  of  some 
developments  leading  up  to  the  present  dairy  situationc 

® Orr  dair7/  industry  is  primeril^’-  a domestic  industry . 

lo  Practically  all  of  our  total  supply  of  riiilk  and  dairy  products  are 
produced  domesticallyc 

(a)  Historically  United  States  foreign  trade  in  dairgi"  products  has 
been  around  1 pei-cent  except  during  and  follox/ing  World  War  I and 
World  War  II „ Even  at  the  peak  of  World  War  H in  19U4  exports 
Kere  only  percent  of  United  States  production. 

(b)  Practically  all  our  imports  on  a millc  equivalent  basis  have 
been  beloxr  1 percent  of  domestic  production  for  a quarter  of  a 
century^  Cn  a value  basis  over  PO  percent  is  cheese  and  casein. 

Bo  The  annual  population  increase  is  about  equivalent  to  adding  a ciiy 

the  size  of  Detroit  each  year  to  the  dairgr  market. 

la  If  it  occurred,  at  one  time  and  in  one  place  x:e  could  better  imder- 
stand  its  impact  on  the  dairy  industry, 

C • Ti'jo  billion  pounds  of  additional  millc  is  needed  each  year  for  the  in- 

creased population^  (At  present  rates  of  consumption) . 

Do  The  rate  of  population  increase  has  been  greater  than  the  rate  of  in- 

crease in  millc  consumption. 

Total  United  States  milk  consumption  in  all  forms  increased: 

1920-30:  At  twice  the  rate  of  population  increase. 

1930~I|.0:  At  the  same  rate  as  population  increase. 

19i;0..50:  At  one-third  the  rate  of  population  in- 
creases The  decline  in  butter  consimption 
per  person  during  this  decade  reduced  total 
millc  requirements. 

E,  For  nearly  a decade  the  increasing  population  obtained  the  millc  and 
dairy  products  it  consumed  litli  little  phange  in  tlie  amount  of  milk 
producedo 

1.  During  the  10  years,  19U3-52,  preceding  the  recent  dairy  surplus 
situation  United  States  production  was  fairlx;-  steady: 

3 years  “ llo 
3 years  - 11? 

High  point  - 119  (19U5) 

Low  point  - 113  (I9US) 


A 


2o  Spurts  in  production  occ'L,u''red  in; 


I9U9  “ an  increase  of  3oh  billion  pounds 
19^3  ~ an  increase  of  6 billion  pounds 

Substantial  purchases  for  price  support  folloi'ed  each  of  these  in- 
creases in  production. 

The  needs  of  the  increasing  population  Trere  met  from  iTiilk  that  i;as 

formerly  used  for  butter  c 

1«  Ve  noxT  consume  abou.t  half  as  much  butter  per  capita  as  ue  did 
in  the  1930 ^s.  Butter  cons’jmption  in  the  United  States  began 
to  decline  in  the  mid  1930*35  dropping  sharply  during  World 
War  II  and  have  leveled  off  at  about  the  war-end  level*  Butter 
noTj  takes  about  25  percent  of  the  millc  fat  produced  in  the 
United  States  compared  xjith  kS  percent  in  the  1930* s>. 

2o  Bor  each  l--pound  reduction  in  butter  consumption  per  person 
in  the  United  States  about  3 billion  pounds  of  milk  xrere 
released  for  other  uses*  Betxreen  19U2  and  19^3  the  drop  in 
consumption  of  U pounds  of  butter  per  person  released  about 
12  billion  pounds  of  milk*  During  the  x^ar^  the  milk  so 
released  was  greatly  needed  for  other  uses. 

3o  Consumption  of  r.iilic  fat  in  all  dairy  foods  per  person  declined 
from  a high  of  32.8  pounds  in  19^2  to  a low  point  in  1953  of 
26,9  pounds. 

An  increasing  proportion  of  the  milk  produced  has  been  sold  as  x^hole  millc. 

Ic  Of  our  total  production  the  folloxjing  proportions  have  been  sold  as 
whole  milk: 


192lj.  I9IA  195U 

29^  33^  11% 

The  increase  in  the  sale  of  whole  millc  resulted  ir^  substantial  increase 
in  the  solids  not  fat  availa.ble  for  huraan  food® 


lo  Prior  to  World  War  II  about  one-half  of  the  solids  not  fat  were  kept 
on  the  farm*  About  half  the  milk  xras  separated  and  only  the  cream 
was  sold*  At  the  present  time  about  70  percent  of  the  total  solids 
not  fat  produced  in  the  United  States  is  either  consumed  or  processed 
into  human  food* 


I.  The  increased  supply  of  solids  not  fat  has  given  rise  to  part  of  the 

recent  svirplus  problem. 

!•  This  slh-ft  toifjard  increased  utilization  of  solids  not  fat  T-ras  given 
real  impetus  during  IJorld  War  II.  Production  was  encouraged  by  in- 
centive payments.  At  the  same  time  consumption  was  encouraged  through 
price  ceilings  which  held  consumer  prices  do^jn*  Also  large  quantities 
vrere  sliipped  abroad  as  part  of  a program  for  feeding  our  allies  and 
for  our  own  troop  use. 

Between  I9U0  and  the  end  of  VJorld  I'ar  II  the  production  of  nonfat  dry 
millc  doubled  and  then  doubled  again  by  the  er^  of  1953*  During  the 
TfTar  the  increased  supply  was  used  for  foreign  and  military  use  but 
these  outlets  declined  rapidly  after  the  war  when  production  in  other 
countries  returned  to  more  normal  levels. 

The  shift  in  method  of  marloeting  millc  from  farms  and  the  conversion 
of  many  plants  to  handling  it  led  to  the  continued  expansion  in  output 
of  nonfat  dry  milk.  This  output  va.s  far  in  excess  of  the  anount  con- 
sumers in  this  country  vjere  trilling  to  use  at  prevailing  prices  which 
were  supported  b^”-  government  purchases. 

J.  There  has  been  a trend  toward  larger  and  fevjer  dairy  herds  for  many  years. 

1*  Between  19Uil  and  19^9  (when  prices  of  milk  and  butterfat  averaged 

above  IDO  percent  of  parity)  the  number  of  farms  in  the  United  States 
from  which  dairy  products  were  sold  declined  19  percent,  yet  the 
change  in  total  milk  production  was  less  tlian  1 percent*  The  largest 
decline  occurred  on  farms  reporting  less  than  10  cows. 


II,  FACTORS  AFFSGTING  THE  DAIRY  OUTLOOK 


The  dairy  outlook  is  determined  by  a composite  picture  of  all  the  factors 
affecting  the  dairy  situation.  To  develop  a composite  picture  t^e  need  to 
give  consideration  to  the  component  parts — -two  of  vhich  are  supply?-  and  demando 
Furthermore^  to  establish  some  basic  concepts  about  supply  and  demand  as  they 
affect  the  dairy  industry''  we  can  make  some  generalizations: 

Supply  is  influenced  largely  by: 

the  number  of  milk  cows  times  the  production  per  cowe  His  tori  cally^ 
net  imports,  carryover  stocks,  and  the  production  of  some  goat’s 
millc  have  affected  supply  only  slightly® 

Demand  is  influenced  largely  by: 

the  mmber  of  -people  times  consumption  per  person o In  recent  years, 
nonfood  uses  such  as  casein  and  animal  feed  have  been  relatively 
■unimportant^  Also,  e^qjorts  on  a whole  milk  equivalent  basis  liave 
been  less  than  one  percent  of  total  production  except  in  wartime. 

Prices  of  milic  and  dairy  products  guide  production  and  consuraptions 

In  a free  market  the  interaction  of  supcly  and  demand  determine  the 
price®  In  general: 

blien  prices  go  up:  production  goes  up,  but  consumption  goes  down® 

blien  prices  go  down:  production  goes  dotn,  bat  consumption  goes  up® 

Also  the  responses  to  price  changes  are  not  the  same  for  all  dairy 
products®  The  tii'ce  elapsed  between  cause  and  effect  may  vary  under 
different  situations.  For  example,  a price  change  seems  to  affect  the 
purchases  of  butter  more  than  it  does  fluid  milk.  Furthermore,  pro- 
motional effort  may  modify  the  responses  of  consumers  to  price 
changes.  In  the  case  of  production  changes,  a considerable  period  of 
time  may  elapse  before  a rise  in  price  T^ill  bring  forth  increased 
supplies  of  mill^. 

For  purposes  of  analjT'zing  the  factors  affecting  the  dairy  outlook,  tlie  two 
components,  supply  and  demand,  may  be  di\m.ded  into  lesser  components  which 
T/iill  be  considered  ne^ct. 

A®  Sunoly 

lo  Milk  Cow  Hurabers 

According  to  the  latest  figure  on  the  number  of  riiilk  co.-s  in  the 
United  States  for  J-une  1955^  the  number  of  i.iillo  cows  was  dc»m 
about  lo5  percent  frem  June  19$ht>  This  decline  in  cow  numbers 
follows  two  yeers  of  increase.  Present  numbers  are  still  lij. 
percent  below  the  all-time  high  in  l9Uii-  when  there  were  29 e 6 
million  head  on  farms  cempared  T^ith  22.1  million  now. 


o 


Perhaps  of  :iiore  significance  than  ..:ere  changes  in  nrnihers  is 
the  shift  in  location  and  t^^pe  of  farrninr,  area  of  the  present 
co-w'  popula.tion<.  Losses  of  milk  cow  numbers  over  the  past  15 
years  were  sharpest  in  the  Great  Plains^  Central  Corn  Belt, 
and  Eastern  RocI-Q’-  Hountain  areas®  In  these  predojainatly 
cream-selling  areas  many  farmers  who  formerly  kept  a sraall 
number  of  milk  cows  as  a side-line  enterprise  have  now  gone 
out  of  the  dairy  business o While  these  declines  were  taking 
place  increases  in  cow  numbers  occurred  in  Wisconsin_s  New 
York,  and  Pennsylvania  where  production  is  marketed  mostly  as 
whole  mi  11c, 


2o  Production  per  Cow 

Over  the  last  l5  years  the  average  ainual  increase  in  milk 
production  per  cow  has  been  1*3  percent®  Latest  information 
indicates  that  production  per  cow  is  continuing  at  a record 
levele  In  most  of  the  years  in  which  numbers  of  milk  cows 
have  declined,  output  per  ccnc  increased  enough  so  that  total 
production  was  either  maintained  or  increased  slightly® 

Average  production  of  mill:  per  covr  increased  about  1000  pounds 
between  and  195U»  It  may  xrell  increase  at  a faster  rate 

now.  The  average  for  195U  of  5^512  pounds  per  cow  was  still 
well  below  the  average  of  9j363  for  DHIft  herds  which  is  -vjithin 
the  realm  of  e^rpectation  for  many  dairyment  The  increased 
"know-how’’  of  management  which  includes  breeding  and  feeding 
should  bring  this  abouto  A decline  in  the  number  of  cows  in 
cream-selling  areas,  where  the  smaller  herds  and  lovr  producers 
have  helped  pull  the  average  production  per  cow  down,  would 
help  to  raise  the  national  average  production.  The  effect  of 
increased  "know-hoTj"  is  illustrated  in  the  more  rapid  rate  of 
gain  in  production  per  cow  each  year  in  DHIA  herds.  Since  the 
beginning  of  the  DHIA  program  in  I906,  the  national  dairy  herds 
have  been  improved  at  the  rate  of  approrimately  iiO  pounds  of 
milk  per  cot-7  per  year  while  DHIA  herds  have  been  improved  at 
the  rate  of  approximately  85  pounds  per  cow. 

With  increasing  emphasis  on  the  solids  not  fat  portion  ol  the 
milk  it  is  likely  that  in  the  future  more  auphasis  will  be 
given  to  total  milk  output  per  cow  than  to  the  production  of 
butterfatu 

3o  Alternative  Enterprises 

A very  important  factor  which  many  dairymen  take  into  con- 
sideration in  deciding  whether  to  produce  more  or  less  milk 
or  whether  to  produce  it  at  all  is  the  comparative  advantage 
or  disadvantage  of  alternative  farm  corrmcditieso  For  example, 
take  the  following  skiple  ccmparisons : 
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Price  Ratios  Comparing  Iiilk  Prices  With  Other  Commodities 


1^0 

19ii5 

1950 

1951 

1952 

1953 

195U 

Lli  Ik-feed 

lo29 

1.U2 

(ao) 

lo2[[ 

1^29 

(0) 

1<,28 

(-1) 

1^25 

(-3) 

1*19 

(-8) 

Condensary  milk- 
hog 

c26 

.19 

(-27) 

.16 

(-38) 

018 

("31) 

.21 

(-19) 

au 

(-h6) 

.13 

(-50) 

Condensary  mi  He- 
be ef  cattle 

0I8 

«21 

(+17) 

,12 

(-33) 

el2 

(-33) 

.15 

(-17) 

0I9 

(+6) 

.17 

(-6) 

The  first  comparison  indicates  the  nrmber  of  poimds  of  feed  that 
was  eo_rdvalent  in  value  to  one  pound  of  wholesale  milk  for  the 
years  specifieda  In  order  to  simplify  the  comparison  the  figures 
below  in  parentheses  are  calculated  to  show  the  percentage  cha.Tige 
since  iPuOo  Note  that  in  19h^  a pound  of  milk  was  equal  to  10 
percent  more  feed  than  in  19U0  and  in  19$h  it  was  equal  to  8 
percent  lesso  The  next  two  comparisons  are  between  condensary 
millc  and  hogs  and  beef  cattle  e Note  that  by  ISSh  hogs  had 
become  twice  as  good  an  ar’.ternative  as  they  had  been  in  IpUO, 
because  the  sarae  aaount  of  milk  was  equal  to  only  50  percent 
as  much  hogso  Likeuri.se  note  tha.t  in  I9k^  a pound  of  condensarjr 
milk  was  equal  to  17  percent  more  beef  than  in  I9I4.O  and  in  195.3 
to  6 percent  more^  but  in  1950  and  1951  nhen  beef  prices  were 
higher  a pound  of  milk  was  equal  to  only  two-thirds  as  much 
beef  as  it  had  been  in  I9UO9  The  illustration  is  used  to  show 
how  the  relative  values  of  the  different  comraodities  change 
over  time  as  a factor  affecting  the  decisions  that  farmers 
make  in  their  farming  operations 

Returns  per  hour  provide  another  common  denominator  for  com- 
paring alternatives: 


Return  Per  Hour  To  Operator  and  Family  Labor  on  Family  Operated  Farms 


1951 

1952 

1953 

1951; 

Dairy  Farms 

Central  Northeast 

C.0.83 

C>0«66 

(>0,51; 

vo<»5i 

Eastern  Wisconsin 

Corn  Belt  Farms 

o79 

c68 

.50 

.Ui 

Hog-dairy 

lo2ii 

1„11 

I0O3 

1,07 

Hog-beef  raising 

o91 

M 

rh9 

.38 

Hog-beef  fattening 

2a25 

1.56 

1,09 

1.76 

Cash  grain 

2c35 

1.81 

1.18 

1,62 

Spring  wheat  farms  (Northern  Plains) 

VJhe  a t-cor  n-  live  stock 

1,60 

.11 

.61 

CM 

• 

Source:  Farm  Costs  and  Returns,  195U  (with  comparisons)  agriculture  Informa- 
tion Bulletin  Noo  139^  United  States  Departruent  of  Agriculture,  June  1955* 
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Note  the  variation  frora  year  to  year  in  the  same  tj'pe  of  farm 
and  the  variation  among  types,,  These  variations  are  caused 
by  a number  of  factors <>  Perhaps  the  changing  price  level  is 
of  prime  iraportanceo  Other  factors  such  as  J^cld  are  affected 
by  weather^  fertility^  and  varietyo  Management quality  of 
product;,  and  tii.ie  of  marketing  are  also  important. 

Uo  Cost  of  Production 

Another  f.rctor  affecting  the  milk  supply  is  the  cost  of  produc- 
tion. Recent  e:cperimental  work  has  indicated  many  ways  to  reduc 
production  costs,,  It  has  been  shown  that  some  dairymen  in 
tlichigan  were  able  to  produce  milk  for  half  as  much  as  it  cost 
others.  In  order  to  reduce  the  per-unit  costs  of  production^ 
farmers  have  in  many  instances  increased  output. 

Other  Factors 


Other  factors  affecting  the  milk  supply  include  such  things 
as  soil;  climate;  and  topography.  Uhen  fcnmers  combine  a 
number  of  the  considerations  which  have  been  discussed  so 
far  into  making  decisions  it  may  bring  about  changes  in 
milk  production®  There  is  a considerable  time  lag  between 
many  production  decisions  in  dairying  and  the  actual  changes 
in  volume  of  milk*  For  example ; a hedfer  calf  born  today 
t'dll  not  produce  milk  for  about  two  years. 

It  is  easier  to  reduce  the  supply  quickly  than  to  increase  it* 
A dairyman  can  sell  his  herd  and  go  out  of  busirnss  in  one  day. 
If  his  animals  are  slaughtered  it  will  take  considerable  time 
to  replace  that  volume  of  production.  If  he  sells  to  another 
dairyman  or  buys  from  other  dairymen  this  results  in  trans- 
ferring units  of  production — not  disposing  of  or  creating  new 
units  of  production. 

Be  Demand 


lo  Population 


Our  increasing  population  is  equivalent  to  adding  a citjr  the 
size  of  Detroit  each  yeai’  to  tbs  dairy  market.  If  this  occurred 
at  one  time  and  in  one  place  we  could  better  under stant  its 
impact  on  the  industry.  At  the  present  rate  of  consumption 
the  needs  of  our  increasing  population  requuLre  about  2 billion 
pounds  of  milk  amually*  However;  per  capita  rates  of  con- 
sumption have  been  declining  until  recently. 

As  population  grows  it  is  shifting  too*  These  additions  and 
shifts  will  not  affect  all  dairymen  alike*  The  biggest  gains 
in  population  have  been  made  in  the  western  and  southeastern 
States*  In  millcsheds  where  population  has  grown  faster  than 
production;  fluid  needs  have  been  met  bj’-  expanding  the  iiilk- 
shed;  hy  shipping  milk  in  from  other  ai'eas  or  by  diverting 
milk  from  manufacturing  use* 
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The  grox.’th  of  -urban  population  is  ha\rLn^  its  effect  on  methods 
of  iiiilk  distribution  and  in  i-iilk  containersc  More  milk  is 
being  distributed  in  vending  machines  and  stores  and  in  larger 
size  containers  than  formerly*  The  proportion  of  people  over 
65  has  doubled  in  $0  years p This  change  is  significan'b  in 
developing  and  merchandising  dairy  products  that  meet  the  needs 
of  this  segment  of  our  population. 

2o  Consumption  Changes 


Milk  equivalent  in  aJLl  forms. 

Taking  the  milk  ec_ui valent  of  all  forms  of  dairy  products,  per 
capita  consumption  has  shoum  a dotmuard  trend  since  l^UCo  Spread 
over  the  total  period  this  decline  has  run  about  7 pounds  a year 
per  person e This  dotniward  trend  -^ras  reversed  in  with  a gain 

of  11  pounds  on  a millc  equivalent  basis  from  688  pounds  in  1953; 
the  lowest  in  30  years,  to  699  pounds  in  195U» 

The  reversal',  of  the  downward  trend  is  attributable  mainly  to 
increased  distr'ibution  of  fluid  milk,  butter,  and  cheese  under 
prograr.is  financed  in  x^hole  or  in  part  by  the  Federal  Govern- 
ment; to  reduction  in  retail  prices  following  the  lOT-rer  sipport 
prices  that  went  into  effect  April  1,  195Uj  to ’increased  incomes 
during  latter  195^3  srd  to  increased  promotional  efforts  of  the 
dairy  induist^*  _ 

bo  Millc  equivalent  of  dairy  products. 

Significant  changes  in  per  capita  consumption  of  dairy  products 
since  World  War  II  have  been  increases  in  fluid  milk,  cheese, 
and  ice  creara,  -xTith  declines  in  cream,  butter,  and  more  recently 
evaporated  and  condensed  milko 

Percent  Change  in  Per  Capita  Cj-yllian  Consumption  of  Dairy  Products  in  195U 
Compared  With  193^-^  Average  and  l95Q5  (^'kLlA  Equivalent) 


1935-39 

1950 

Fluid  milk 

+13 

+ 2 

Fluid  cream 

-20 

- 5 

Butter 

-hi 

-17 

Cheese 

+38 

+ 1 

Evaporated  and  condensed 

0 

-16 

Ice  Cream 

+8it 

+ h 

Total  milk  equivalent 

-12 

- 5 

„ 10  ~ 


C«,  Ililk  Fat 

Milk  fat  has  alxrays  been  north  more  per  pound  than  solids  not 
fato  Consumption  of  milk  fat  per  person  declined  from  a high 
of  32*8  pounds  in  1914-2  to  a lou  point  in  1953  of  26o9  pounds » 

The  amount  consumed  through  different  dairj'-  products  shifted 
far  more  than  these  figures  indicate.  The  araount  of  decline 
in  butter  use  was  partly  offset  by  increased  use  in  other 
dairy  products  c 

do  Butter 

Total  production  of  butterilnthe  United  States  began  to  decline 
in  the  mid  1930^  s,  dropping  sharply  during  V/orld  bar  II  and  has 
leveled  off  at  about  the  war-end  levelo  Butter  nox-r  takes  about 
25  percent  of  the  milk  fat  produced  in  the  United  States  com- 
pared x-jith  U5  percent  in  the  1930^So  Per  capita  consumption 
of  butter  since  the  1930 's  has  dropped  nearly  one-half It  vjas 
down  to  9 pounds  in  19Sh  from  a prex-rar  level  of  nearly  I7  pounds. 
During  this  same  period  thn  consxomption  of  margarine  has  more 
than  doubled©  The  shortage  of  fats  in  VJorld  War  II  resulted  in 
demands  for  the  removal  of  restrictions  against  yellow  margarine© 
Consequently^  the  sale  of  yelloxr  margarine  x-ras  legalized  in  26 
States  betx.^een  I9l-:l4  and  1953;?  leaving  only  tx%’’o  at  the  present 
time  that  prohibit  its  sale©  Also  the  Federal  excise  ta>:  of 
10  cents  per  poxmd  on  yellow  margarine  vras  removed  in  1950 « 

The  decline  in  consxrmption  of  butter  has  been  one  of  the  major 
problems  of  the  dair^r  industry.  The  use  of  vegetable  oils  has 
brought  about  a cheaper  table  spread.  There  is  no  clear-cut 
evidence  shox-lng  a nutritional  superiority  for  butterfato  Even 
if  some  substance  is  discovered  in  butter  that  malces  it  sxq:erior 
nutritionally  to  margarine  is  it  not  likely  that  science  majr  then 
discover  hoxr  to  make  it  and  add  it  to  margarine?  Current  dietary 
habits  are  in  the  direction  of  reduced  intake  of  fat  for  many 
consumers©  Also  other  products  are  competing  seriously  for  the 
consumer's  dollar o The  price  competition  from  nxargarine  has  been 
intensified©  For  many  years  the  ratio  was  2 poxmd-s  of  margarirjs 
for  the  price  of  one  pound  of  butter.  Recently  that  ratio  has 
increased  to  about  2oii  pounds  of  margarine  for  the  price  of  one 
pound  of  butter® 

e©  Solids  not  fat 

Per  capita  consxmiption  of  solids  not  fat  increased  9 pounds  in 
the  last  decade.  During  and  since  World  War  II  a la.rge  propor- 
tion of  the  solids  not  fat  that  was  formerly  retained  on  the 
farm  and  was  not  used  for  human  food  has  been  shifted  to  hxmian 
use.  Presently  we  are  using  about  7C  percent  of  our  total  pro- 
duction of  solids  not  fat  in  the  human  category  compared  x-lth 
about  50  percent  txro  decades  ago®  V/hile  the  use  of  butterfat 
has  been  declining  the  use  of  most  dairy  products  containing 
solids  not  fat  bns  been  increasing® 
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Tills  shift  toT/ard  increased  utilization  of  solids  not  fat  was 
given  real  impetus  during  Uorld  ^Jar  IIo  Production  of  milk  was 
encouraged  by  incentive  payments.  At  the  same  time  consumption 
tended  to  be  encouraged  by  price  support  ceilings  which  held 
consumer  prices  dcuni.  Actual  consumption  was  limited  by  supply 
controls,  such  as  rationing*  Also  1 rge  quantities  were  shipped 
abroad  as  part  of  a prop^ram  for  feeding  our  allies  and  for  our 
ovm  troop  use.  It  was  estimated  that  the  shift  from  sales  of 
cream  to  whole  milk  diving  World  War  II  was  ma.de  by  a quarter 
of  million  farmers. 

Between  IpUO  and  the  end  of  World  War  II  the  production  of  non- 
fat dry  milk  doubled  and  then  doubled  again  by  the  end  of  1953. 
During  the  war  the  increased  supply  was  wised  for  foreign  and 
military  use  but  these  outlets  declined  rapidly  after  the  war 
when  production  in  other  countries  returned  to  more  normal  levels. 

The  shift  in  metnod  of  marketing  millc  from  farms  and  the  conver- 
sion of  many  plants  to  handling  it  led  to  the  continued  expansion 
in  output  of  nonfat  dr^?-  milko  Tliis  output  was  far  in  excess  of 
the  amount  consuraers  in  this  country  were  willing  to  use  at  pre- 
vailing prices  which  wrere  supported  by  Governiiient  purchases, 

3,  Consumer  Purchasing  Power 

A high  level  of  economic  activity  wdth  personal  incomes  running 
at  a high  rate  is  a factor  in  creating  a strong  demand  for  milk 
and  its  products. 

No  one  know  w^hat  the  more  distant  future  has  in  store.  Some  of 
the  adjustments  thc.t  might  be  expected  to  affect  the  dairy  industry 
if  purchasing  po^'er  declined  are:  possibly  an  increased  use  of 
the  new  popular  instant  milk  pcwders  at  the  e^q^ense  of  fluid  milk^ 
probably  more  store  and  vending  machine  sales  and  larger  containers 
for  fluid  iiiilkj  dairies  might  step  t-p  discount  pricing  for  home 
deliveries  to  large  consumers  to  maintain  sales o It  is  quite  likely 
that  butter  would  face  stiffen  competition  from  margarine.  Demand 
for  ice  milks  or  lowr  fat  ice  cream  would  probably  increase  relative 
to  the  more  expensive  kinds  of  ice  cream,  even  more  rapidly  than  at 
present. 

Uo  Government  Programs 


To  the  e:ctent  purchases  of  dairy  products  for  price  supporting 
purposes  are  made  by  the  Government,  this  operation  becomes  a 
factor  of  demand.  On  the  other  hand,  these  purchases  wden  held 
as  stored  products  become  a factor  of  supply.  When  commercial 
stocks  of  dairj'’  products  become  scarce  the  stocks  held  by  Govern- 
ment can  be  sold  wdich  tends  to  keep  prices  from  rising. 
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An  indication  oi  the  effect  of  [^overruiient  purchases  of  dairy 
products  for  price  support  uas  given  in  the  report  of  the  b.  b. 
Department  of  Agriculture  to  Congress  on  J^.nu''ry  3^  1955 ^ uhich 
stated  » In  appraising  alternative  methods  for  supporting 

dairy  prices,  it  is  of  interest  to  consider  the  situation  that 
probably  ijould  prevail  in  the  absence  of  a price-support  program* 
With  milk  production  shoving  some  signs  of  stabilizing  and  con- 
tinued high  levels  of  employment  and  incomes,  prices  to  farmers 
for  manufacturing  milk  and  butterfat  over  the  next  2 or  3 years 
probably  would  average  moderately  belovj  the  present  support  level, 
possibly  in  the  neighborhood  of  70  percent  of  parity,  if  the 
support  program  were  terminated*  The  average  price  for  all  milk, 
including  fluid  milk,  would  show  a higher  percentage  of  parity* 
These  price  projections  assume  that  present  Government  stocks 
would  be  liquiidated  so  as  not  to  cmpete  vdth  current  production 
and  that  import  controls  would  be  continued*  « • * For  some 
period,  relatively  greater  declines  could  be  expected  in  prices 
for  manufacturing  miUc  than  for  fluid  milk,  which  are  stabilized 
by  many  factors  not  closely  related  to  the  support  program*  In 
3 or  U years  some  increases  in  relative  prices  of  beef  cattle  are 
likely,  which  xjould  have  a deterring  effect  on  milk  production 
and  thereby  xjould  help  improve  the  dairjr  price  picture*  Even  idth 
no  support  program,  it  is  probable  that  domestic  prices  -would 
continue  above  world  prices  so  there  would  be  no  significant 
increase  in  exports*  Cn  the  other  hand,  large  imports  -xrould 
occur  if  import  controls  xi^ere  removed,  and  prdces  and  incomes 
would  be  depressed," 

For  additional  information  about  Governraent  purclxses  and  uti- 
lization of  dairy  products  see  the  Dairy  Situation,  Agricultural 
Marketing  Service,  U*  S.  Departi^ient  of  Agriculture,  November  21, 
1955,  pages  5 ~ 7,  17,  3h  - 36. 


III.  RECENT  DEVELOPMENTS  AFFECTING  THE  DAIRY  INDUSTRY 


Considerable  emphasis  has  been  given  recently  to  the 
possibility  of  expanding  our  markets  abroad  for  agricultural 
products.  Legislation  was  enacted  in  1954  designed  to  further 
this  objective.  At  the  time  of  the  1954  Outlook  Conference 
some  of  the  proposals  were  presented.  A brief  summary  of 
the  more  important  developments  of  the  past  year  is  given 
below. 

Legislation  was  also  passed  in  1954  designed  to  increase  the 
use  of  fluid  miilk  in  schools  in  the  United  States,  A state- 
ment of  progress  with  respect  to  this  objective  is  given 
below  with  additional  information  furnished  about  the  National 
School  Lunch  Program  and  the  Direct  Distribution  Program. 

Adjustments  to  changing  conditions  in  the  dairy  industry  in 
recent  years  have  brought  about  some  important  changes  on 
farms,  both  in  the  way  farmers  handle  the  dairy  enterprise 
and  in  ways  they  are  supplementing  the  income  from  farming. 

Some  observations  of  the  two  types  of  adjustments  in  two 
midwest  states  are  reported, 

THE  CONTRIBUTION  TO  EXPANDING  FCREIGN  MARKETS  FOR  DARIY  PRODUCTS 
THRCUGH  FOREIGN  AGRICULTURy\L  PROGRAiMS  l/ 

1 . pevelopments  since  Last  Year . 

Expressed  in  terms  of  milk  equivalent,  total  U.  S.  exports 
of  dairy  products  in  1954  were  almost  50  percent  above  1953, 
However,  commercial  shipments  of  butter  and  cheese  increased 
only  slightly  and  nonfat  dry  milk  fell  off  sharply,'  There 
were  also  slight  declines  in  the  commiercial  shipments  of 
canned  and  dried  whole  milk. 


Preliminary  figures  for  the  first  nine  months  of  1955,  as 
compared  with  the  same  period  of  1954,  indicate  an  upward 
trend  of  total  dairy  exports.  While  it  is  not  possible  to 
ascertain  at  this  time  the  exact  proportion  of  commercial 
shipments  included  in  the  table  below,  it  is  probable  that 
a similar  gain  is  being  reflected  in  commercial  exports  as 
a result  of  the  sales  for  foreign  currencies  and  the  com- 
petitive pricing  actions  which  have  taken  place  during  this 
period , 


Comparison  of  U.  S.  Exports  of  Specified  Dairy  Products, 
January-September  1954  and  same  period,  1955.  2/ 


(in  thousands  of  pounds) 

1954 

Butter  1,144 

Cheese  3,379 

Nonfat  dry  milk  solids  131,239 


1955 
12,925 
13 , 194 
173,319 


[_/  Prepared  by  the  Dairy  and  Poultry  Division,  Foreign  Agricul- 
tural Service,  for  use  in  the  33rd  Annual  Agricultural  Outlook 
Conference,  November  30,  1955. 

2/  As  reported  by  the  U.  S.  Department  of  Commerce. 
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2.  Procress  undor  The  /->cricultur3 1 Trace  Devclop.'ent  and 

assistance  .xt  of  1954  (P'.L.  4j0,  33rd  Concress). 

currently,  agreements  have  been  concluded  with  2C  foreign 
governments  covering  agrioultural  commodities  having  a 
market  value  in  exoess  of  $400  million.  Included  in  these 
agreements  are  over  28  million  pounds  of  butter;  4 million 
pounds  of  ghee;  4 million  pounds  of  nonfat  dry  milk;  4 
million  pounds  of  cheese;  9 million  pounds  of  evaporated 
milk  and  2 million  pounds  of  dried  whey. 

A portion  of  the  foreign  ourrencies  received  in  payment  for 
these  cominodities  will  be  available  for  the  purpose  of 
further  developing  our  export  markets  for  dairy  products. 

We  have  already  requested  the  allocation  of  substantial 
sums  from  these  funds  which  will  be  expended  in  South 
American,  European  and  Asiatic  countries  where  there  exists 
a large  potential  demand  for  dairy  products. 

Projects  are  being  devised  for  each  of  the  countries  where 
local  funds  will  be  available  for  market  development  purposes, 
'as  rr.pidly  as  agreements  are  reached  with  the  governments 
concerned.  These  projects  will  include  demonstrations  of  the 
advantages  to  health  and  productivity  of  increased  consumption 
of  dairy  products.  Sanitation  in  production  and  efficient 
distribution  systems  will  be  stressed.  The  need  for  .quality 
controls  and  improvement  of  milk  and  its  products  will  also 
. be  emphasized, 

3 . Developments  under  Section  402  of  1 tual  Security 
Act  of  1954. 

Of  the  f\jnds  available  under  Section  402,  the  International 
Cooperation  Administration  has  authorized  the  use  of  over 
$450  million  for  the  procurement  and  exportation  of  surplus 
agricultural  commodities,  including  over  $14  million  worth 
of  dairy  products. 

4 . Progress  in  Recombined  Products . 

Progress  has  been  made  in  the  last  year  in  demonstrating  the 
feasibility  and  the  practicability  of  supplementing  normal 
milk  supplies  and  in  providing  milk  in  milk  deficit  areas  by 
recombining.  A marketing  specialist  demonstrated  on  a plant 
basis  the  actual  recombining  operation  in  the  Caribbean  and 
has  visited  a total  of  12  Latin  American  countries  explaining 
the  value  of  recombined  milk  and  dairy  products.  As  reported  3/ 
interest  has  been  shown  and  recombining  has  begun  or  is  planned 
in  several  places  in  this  area. 

Work  in  the  Far  East  on  recombining  has  continued.  Several 
factors  have  delayed  the  actual  establishment  of  facilities, 
other  than  those  previously  reported,  but  progress  is  being 
made . 

SZF'AS'ClTcTria^  Tto.  FD  l-'bb , “iarch  1955, 
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5 .  Progress  in  Marketing  Butter  in  the  form  of  Ghee . 


In  the  Far  and  Middle  East,  where  butterfat  is  utilized 
mainly  in  the  form  of  ghee,  it  has  been  necessary  to  tailor 
our  export  product  to  the  commercial  desires  of  the  area 
concerned.  The  actual  processing  procedures  used  in  the 
manufacture  of  ghee  and  ghee-type  products  and  the  consumer 
preference  as  to  color,  taste,  body  and  texture  have  been 
determined.  This  information  was  made  available  to  the  United 
States  dairy  industry  and  cooperative  efforts  between  the 
Dairy  and  Poultry  Division  of  the  Foreign  Agricultural  Ser- 
vice and  interested  firms  resulted  in  a United  States- 
manufactured  ghee  acceptable  to  the  consumers  in  the  Far 
East.  There  is  a great  interest  in  the  shipment  of  American 
ghee,  both  by  United  States  exporters  and  by  Far  Eastern 
importers.  To  date,  no  commercial  shipments  have  been  made 
but  it  is  believed  that  in  the  near  future  the  remaining 
problems,  such  as  price,  will  be  solved  and  that  ghee  will 
begin  to  move  into  these  areas. 

6 . Placing  of  Dairy  Products  in  U. S . Exhibits  at  International 
Trade  Fairs. 

Through  the  cooperative  efforts  of  the  Commerce  Department 
and  the  Foreign  Agricultural  Service  of  the  USDA,  U.S.  agri- 
cultural products  are  nov;  placed  on  exhibit  at  Trade  Fairs 
over  the  world.  U.S.  manufactured  ghee  was  displayed  at  the 
Karachi,  Pakistan  Fair.  An  exhibit  at  which  recombined  miilk 
and  ice  cream  made  from  U.S.  nonfat  dry  milk  solids  and 
anhydrous  milk  fat  is  being  prepared  for  the  International 
Trade  Fair  at  Bogota,  Colombia.  Samples  of  the  milk  and 
ice  cream  V'^ill  be  distributed  to  fair  visitors.  The  Foreign 
Agricultural  Service  plans  participation  v>/ith  the  Department 
of  Commerce  in  several  more  fairs  and  a similar  dairy  products 
exhibit  will  be  included. 

7 . Summary. 

Government  stocks  of  butter  and  nonfat  dry  milk  solids  are 
at  the  lowest  point  since  June  1953.  Total  value  of  com- 
merical  exports  of  dairy  products  is  gradually  increasing. 

Dairy  market  development  efforts  are  showing  results.  Re- 
combining plants  are  being  established  in  more  foreign 
countries.  Aost  obstacles  to  opening  new  markets  for  butter- 
fat  in  the  form  of  ghee  have  been  eliminated.  The  outlook 
for  dairy  exports  in  1956  appears  to  be  favorable. 
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E,  Increased  Utilization  Of_Dairy  Products  Through 

— The  National  School  Lunch  Program 
- The  Special  School  Milk  Program 
~ The  Eirect  Distribution  Program 


The  National  School  Lunch  Program 

National  programs  aimed  at  improving  the  level  of  nutrition  among  school  children 
have  developed  over  a period  of  l5  years.  In  19^0,  the  Penny  School  Milk  Program 
was  establishedc  Participating  schools  purchased  milk  from  local  dairies*  Sec- 
tion 32  funds  x-jere  used  to  reimburse  schools  for  the  difference  between  the 
selling  price  to  children  and  the  cost  of  milk  to  the  school*  These  funds  be- 
came available  under  Section  32  of  the  Act  of  August  2hf  1935  which  provides  the 
Department  cf  Agriculture  vri.th  an  annual  appropriation  (equal  to  30  percent  of 
the  annual  custom  receipts)  for  the  general  purpose  of  expanding  domestic  aid 
export  markets  for  agricultxiral  commodities* 

In  19h3^  the  Department  established  the  School  Lunch  Cash  Food  Assistance  Program* 
Schools  operating  nonprofit  school  lunch  programs  received  cash  payments  to  he 
used  to  make  local  purchases  of  food*  The  Penny  School  Milk  Program  was  merged 
with  this  nexj  program*  Donations  of  surplus  commodities  continued,  although  the 
large  wartime  demand  for  food  had  greatly  reduced  the  volume  of  pxirchases  under 
Section  32* 

In  19h6f  The  National  School  Lunch  Act  was  passed*  It  authorized  the  continuance 
of  food  assistance  both  in  the  form  of  cash  payments  and  donations  of  Section  32 
commodities*  Section  6 of  the  Act  authorized  the  Department  to  use  a portion  of 
the  annual  school  lunch  appropriation  to  make  large-volume  purchases  of  foods  for 
the  programo 

To  be  eligible  for  food  assistance  under  the  National  School  Lunch  program,  parti- 
cipating schools  must  serve  meals  m*eeting  nutritional  requirements  established 
by  the  Department  of  Agriculture.  Each  of  the  approved  meal  types  includes 
one-half  pint  of  milk  as  a beverage*  This  results  in  large  purchases  of 'milk 
by  schools,  thus  helping  to  expand  local  markets  for  fluid  milk*  Moreover,  by 
developing  the  milk-drinking  habit  among  children,  the  program  helps  build  the 
base  for  the  expansion  of  future  mark  ts* 

Three  years  later  Section  UI6  of  the  Agricultural  Act  cf  19k9  authorized  the 
donation  of  certain  food  ccmmcdities  acquired  under  price  support  to  school  lunch 
programs,  charitable  institutions  and  needy  persons  in  this  country  and  to 
U,  S*  private  welfare  agencies  for  the  relief  of  needy  persons  overseas* 

In  1953-5U,  10  of  the  3h  million  cliildren  enrolled  in  secondary  and  elementary 
schools  participated  in  the  National  School  Lunch  Program*  They  consumed  1,6C0 
million  half -pints  of  milk  as  a beverage.  This  was  double  the  amount  used  ty 

Prepared  for  the  National  Cutlook  Conference,  Dairy  Session,  November  30,  1955/ 

by:  The  Food  Distribution  Division,  Agricultural  Marketing  Service,  U*  S* 
Department  of  Agriculture* 
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participating  schools  in  the  first  year  of  operation  under  ttie  National 

School  Lunch  Act,  Last  year,  1951i-55j  further  increases  brought  the  number 
participating  to  11  of  the  35  mi  Hi  on  children  enrolled  in  secondary  and  elemen- 
tary schools  .ith  consumption  increasing  to  million  half -pints  of  milk. 

Some  participatings  schools  — chiefly  because  of  their  isolated  location  — are 
not  able  to  purchase  a reg-ular  suppler  of  iiiillc  of  acceptable  ' quality.  These 
schools  are  permitted  to  serve  mtsals  without  milk.  Hox;rever,  State  educational 
agencies  (which  are  responsible  for  program  administration  vlthin  the  States) 
have  sought  the  assistance  of  State  Departments  of  Agriculture  and  dairy  groups 
to  help  schools  overcame  such  supply  problans.  These  efforts,  together  with 
the  educational  efforts  of  schools  to  impress  children  with  the  importance  cf 
drinking  milk,  have  resulted  in  a marked  decrease  in  the  number  of  meals  served 
without  milk.  During  I9U6-U7,  the  first  year  of  operation  under  the  National 
School  Lxinch  Act,  15  percent  of  the  m.eals  were  served  without  fluid  milk  as  a 
beverage.  In  1553~5U,  h percent  of  the  le7  billion  meals  served  under  the  pro- 
gram xiere  meals  without  fluid  milk  as  a beverage.  In  195U~55^  this  number  was 
reduced  to  only  2 percent  of  the  1,8  billion  meals  served  under  the  program 
without  milk  as  a beverage, 

Tne  Special  School  Milk  Program  of  195U 

The  Special  School  Milk  Program,  announced  by  the  Department  on  September  10,  195U 
was  designed  to  move  more  milk  directly  into  consumption  channels  by  assisting 
States  and  local  communities  to  increase  the  service  of  milk  in  schools During 
the  195U—55  school  year  a total  of  8 ©7  milIio^-|  in  UljUCO  schools  parti- 

cipated in  the  program.  An  increase  of  li5l/hali‘  pints  of  milk  was  consumed  by 
children  above  the  normal  consumption  of  the  previous  year.  This  increase  in 
consumption  of  approi^dlmately  2^2^000,000  pounds  of  milk  was  equivalent  to  the 
total  milk  produced  during  June,  1955  in  the  State  of  Tennessee,  Undoubtedly 
much  of  this  milk  would  have  gone  to  manufacturing  uses  had  it  not  been  avail- 
able for  consumption  as  fluid  milk  in  the  schools. 

Changes  were  made  in  the  program  for  the  1955“56  school  year  and  came  about  pri- 
marily to  permit  more  schools  to  more  effectively^  encourage  increased  consump- 
tion and  to  eliminate  some  operating  problons  that  limited  its  full  development 
the  year  earlier.  Tills  is  being  accomplished  ly  the  reimbursement  for  all  milk 
that  is  served  to  children  in  participating  schools  as  a "separate  item"  — that 
is,  in  excess  of  the  one-half  pint  that  is  served  as'a  part  of  a Type  A or  B 
lunch  under  the  Natioral  School  Lunch  Program,  'Also,  provisions  were  established 
to  insure  that,  as  a result  of  Federal  payments,  the  price  of  milk  is  materially 
lowered  to  children  in  participating  schools  as  compared  with  the  prices  that 
would  othenn.se  have  been  charged.  Schools  serving  Type  A or  B meals  under  the 
National  School  Lunch  Program  may  receive  up  to  a naximum  of  it  cents  reimburse- 
ment for  each  half  pint  served  in  excess  of  the  first  half  pint  in  a Type  A or  B 
lunch.  All  other  schools  may  receive  up  to  a mascimum  of  3 cents  reimbursement 
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for  all  half  pints  of  milk  they  serve  to  cliildren  under  the  program.  Thus, 
the  program  fall  help  stimulate  increased  consumption  in  those  schools  now 
serving  milk,  as  well  as  encourage  the  establishment  of 'milk  services  in  more 
schools  throughout  the  co-untry.  As  of  mid-October  1955;  there  were  58,5l6 
schools  approved  for  or  had  applications  pending  for  participation  in  the  program 
this  school  year*  This  represents  a ifL  percent  increase  over  the  first  year' 
of  operation  arai  includes  some  of  the  large  city  systems — such  as  St,  Louis, 
Kansas  City  and  Los  Angeles. 

School  officials  are  given  wide  latitude  in  deciding  how  and  when  the  additional 
milk  viill  be  served  in  school.  It  might  be  served  with  the  noon  lunch  or  at 
any  other  time  during  the  school  day^  There  are  no  restrictions  on  the  nmber 
of  half  pints  of  milk  a child  may  drink  each  day.  The  service  of  milk  in  milk 
in  many  schools  is  limited  because  of  the  lack  of  adequate  milk  storage  or  ser- 
vice facilities  in  the  school  or  because  the  school  cannot  obtain  regular  de- 
liveries of  sufficient  supplies  of  railk«  I4any  such  problaiis ' can  be  solved  on 
a local  basis,  through  the  cooperative  effcrts  of  the  school,  the  dair^'-  industry, 
and  community  groups. 

The  Special  School  Milk  Program  is  being  administered  within  the  various  States 
by  the  States  educational  agency.  In  those  States  that  are  prohibited  by  law 
from  disbiirsing  funds  to  private  schools  the  Agricultural  Marketing  Service 
administers  the  program  in  these  schools  under  direct  agreement  vri.th  the  schools. 
Many  State  agencies  have  taken  steps  to  enlist  the  active  cooperation  of  other 
State  agencies  and  of  dairy  industry  associations  to  help  stimulate  interest  in 
the  program  and  assist  schools  in  overcoming  milk  procui-ement  and  delivery 
problems. 

The  Direct  Distribution  Program 

a.  tctal  of  761  million  pounds  of  dairy  products  from  the  inventories  of  the  ' 
Commodity  Credit  Corpcration  were  moved  into  consumption  chaimels  in  195U-55; 
through  donations  to  nonprofit  school  lunch  programs  in  this  country  and  to 
needy  groups  both  here  and  overseas.  This  represented  an  increase  of  Ull  million 
pounds  of  dairy  products  over  the  previous  year. 

The  qiiantities  of  the  various  manufactui’ed  dairy  products  distributed  during  the 
last  two  years  were; 

Million  Pounds 


domestic  recipients: 

195>5ii 

19511-55 

Butter 

72 

109 

Cheese 

85 

Nonfat  dry  milk  solids 

29 

19 

Total 

lii6 

273 

I 


needy  'persons  overseas: 

(through  U,  S*  private  welfare  agencies) 

MiLl.ion 

Pounds 

Butter  (includes  butter  for  butteroil) 

60 

128 

Cheese 

31 

88 

Nonfat  dry  milk  solids 

93 

272 

Total 

18k 

U88 

Grand  Tdtal 

330 

761 

These  dairy  products  were  inade  available  to  15  million  persons  in  this  country,' 
including  children  in  school  lunch  programs,  irnraates  of  charitable  institutions, 
needy  Indians  and  other  needy  persons*  Distribution  to  domestic  recipients  is 
accomplished  under  a plan  wherel:^  the  Department  sliips  the  s-urplus  foods  in 
carload  lots  to  central  receiving  points  within  the  various  States.  An  agency 
of  the  State  assumes  responsibility  for  handling  and  stcring  the  foods  and  for 
their  delivery  to  the  final  recipients. 

A total  of  19  U,  S«  private  welfare  agencies  distributed  these  surplus  dairy 
products  to  needy  persons  in  57  countries  in  195U-55j  which  represents  an  in^- 
crease  of  17  countries  over  the  previous  year* 

Thus,  through  Direct  Distribution,  surplus  dairy  products  acqviired  by  the 
Department  are  constructively  used  to  improve  the  diets  of  groups  with  limited 
food  budgets.  Moreover,  these  donations  can  have  a permanent  effect  upon  the 
expansion  of  markets  for  dairy  products*  The  use  of  nonfat  dry  milk  solids  by 
school  lunch  programs  illustrates  this  point* 

Nonfat  dry  milk  solids  were  first  introduced  into  the  National  School  Lunch 
Program  in  19h6-k7  when  800  thousand  pounds  were  made  available*  The  milk  was 
offered  to  all  schools  fcr  cooking  purposes  and  for  reconstitution  as  a beverage 
to  those  schools  unable  to  obtain  supplies  of  fluid  milk* 

Host 'local  school  lunch  people  were  unfamiliar  id-th  the  use  of  dry  milk.  There- 
fcre,  the  Department  undertook  an  information  prografa  s h owing  how  the  milk  should 
be  handled  and  stored,  proper  reconstitution  m.ethods^  and  its  cooking  uses  — 
how  it  could  be  used  to  increase  'the  nutritive  value  of  sauces,  stews  and  meat- 
loaves  and  how  to  prepare  Icitchen-made  mixes  for  quick  breads  and  cookies*  State 
school  lunch  agencies  followed  up  these  efforts  b^''  including  demonstrations  of 
the  use  of  dry  milk  in  workshops  held  fcr  school  lunch  managers  and  cooks* 

As  a result  of  these  efforts,  the 'school  lunch  market  fcr  nonfat  dry  milk  solids 
has  steadily  e:cpanded*  Last  year,  195U”55  school  lunch  programs  used  22t>5  million 
pounds  of  this  milk  from  the  surplus  stocks  of  the  Commodity  Credit  Corporation 
alone  compared  with  13*5  million  pounds  during  1953-5^1*  Jith  the  continuing 
grorth  of  school  lunch  programs,  a permanent  expansion  in  the  marie  t far  nonfat 
dry  milk  solids  is  being  created* 
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C.  Some  Adjustments  That  Fanners  Are  i-ialcing, 


The  follcwing  inlormrtion  from  Indiana  illnstrrtes  how  sorae  fc.ri,iers  are  adjust- 
ing to  the  dairy  sitmtion ; 

Dairy  far-mers  in  northern  Indiana  seem  to  he  moderately  optiraistic  about  the 
future.  Farmers  who  anticipate  a profitable  futiTe^  however,  have  adopted  the 
latest  cost-cutting  techniques  and  have  r.iade  their  business  more  efficient 
than  it  was  three  to  five  years  ago. 

Tvro  specialists  in  farm  management  at  Purdue,  contacted  107  dairy  farmers  in 
Elkhart,  Ilarshall  end  St.  Joseph  counties  to  study  different  sj^stems  of 
management  used.  ' In  general,  farmers  agree  that  still  more  niprovements  are 
needed  in  the  dair3r  business « The  majority  of  the  farmers  contacted  feel  that 
they  must  either  invest  additional  capital  to  increase  the  size  of  their  herd 
and  the  efficiencj'-  of  their  operations  in  the  ne:rt  few  years  or  withdrawT  from 
the  industry,  Thirty-tvjo  farmers  Tdth  millcLng  parlors,  who  plan  to  staj’-  in 
dair3ring  indicated  they  um  11  add  an  average  of  U or  5 cows  (hr7^  to  their  herds 
in  the  next  few  yee-Ts,  Fifty-six  farmers  viith  stancliion  barns  plan  to  add  an 
average  of  only  1 to  2 cows  (lo7)» 

Those  farmers  i:ho  heu^’e  an  opportunity  to  change  their  dairy  operation  are  con- 
verting to  the  milking  parlor  and  loafing  barn  system.  Ifillcing  in  a parlor 
is  easier,  saves  labor,  rnd  is  more  fle^nble.  Dairy  farmers  in  the  three 
northern  Indiana  counties  showed  considerable  interest  in  bullc  tanks  and  pipe- 
lines, Many  lock  for  bulk  tanks  to  become  compulsory  in  the  future,  citing 
reduced  hauling  charges  and  Icn  er  bacterial  counts  as  the  main  reasons. 

Farmers  who  have  bought  bulk  tanks,  estimate  that  the;''  wjfLl  pay  for  themselves 
•^jithin  2 to  6 j’-ears  irith  the  present  1^  to  20  cent  premiums. 

Another  type  of  adjusteent  that  farmers  are  malcing  is  illustrated  in  a report 
from  Kansas: 

Much  is  being  said  and  ifjritten  these  da^rs  about  the  so-called  "Farm  Situation." 
A great  deal  of  the  talk  is  based  on  conclusions  which  are  drawn  from  published 
statistics*  Statistically,  the  total  farm  income  di\dded  bj''  the  total  number 
of  farmers  incica'bes  that  the  average  farmer  is  not  well  paid  for  his  time, 

IfJhat  the  statistics  do  not  show  is  that  perhaps  as  many  as  50  percent  of  these 
counted  as  farmers  are  not  fully  employed  at  farming.  For  many,  the  farm  is 
only  a side  line  to  their  main  source  of  income-  For  others,  farm  income  is 
being  supplemented  with  income  from  non-farm  sources. 

Among  215  farmers  in  a Kansas  Farm  Management  Association,  over  30  percent  ane 
earning  some  income  from  non-farm  activities.  This  indicates  that  while  each 
of  these  215  families  is  li'ving  on  the  faxm  b^''  their  oim  choice,  they  do 
other  things  if  the  additional  income  is  needed.  ’ Here  is  a list  of  non-farm 
acti\’lties  of  the  members  vrho  have  outside  income: 


Humber  so  engaged 
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Nature  of  off-the-farm  employment 


Full-tiiiie  job  in  tcnm  (Uo  lir*  t:eek  or  more)  9 

(These  do  larraing  in  evening  or  on  Saturday’") 

Part-time  job  in  to^jn  8 

(Butcher,  mail  carrier,  school  bus  driver,  etco) 

Wife  works  8 

(Nurse,  teacher,  office  work,  beauty  operator,  postrais tress, 
saleslady) 

Full-time  teaching  3 

Full-time  contracting  3 

(Dozer  work  with  hired  help) 

Part-time  dozer  operators  U 

(Operate  their  oxvi  dozers) 

Part-time  public  servant  3 

(Legislator,  coTmty  commissioner,  assessor) 
livestock  trader  and  comraission  business  2 

Operates  other  business  8 

(Implement^  fertilizer,  oil,  plumber  and  electrician, 
motor  court,  insurance) 

Sell  feed  and  insurance  2 

(Part  tiiae) 

Professional  3 

(Auctioneer,  veterinarian) 

Part-time  manufacturing,  buys  seed  on  commission  2 

Custom  work  8 

(Trucking,  corn  shelling,  field  cutter,  hay  baler,  etc«) 

Retail  milk  and  meat  route.  Army  and  Air  Corps  Reserve  U 

(Several  hours-  per  week) 


Total 
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I\^  REPORTS  AND  ANALYSIS 

During  the  past  year  several  eratensive  studies  and  reports  pertaining  to  the 
dairy  industry  have  been  made.  The  iniormation  contained  in  them  should  be 
of  value  to  persons  interested  in  developing  sound  policies  for  the  dairy 
industry.  To  prouide  you  x.ith  sources  of  reference  material  several  of  them 
are  listed  below. 

A,  Barriers  to  Increased  Consumption  of  Fluid  I“lilk 

This  is  a special  report  by  the  National  Grange  dated  January’’  1955*  '^he 
complete  report  is  contained  in  a 12l'-page  book,  A condensation  of  the 
above  report  is  entitled  Obstacles  to  Increased  IUlk  Consumption  in  a 
bulletin-size  publication  of  32  pages.  The  latter  ^^ras  given  natiom.ide 
distribution.  An  abstract  of  highlights  from  the  condensed  report  appears 
on  later  pages. 

B,  A Study  of  Alternative  Methods  For  Controlling  Farm  lilk  Production  And 
Supporting  Prices  to  F amer  s Fq^  I lilk  and  Butt  erf  at . 

A report  submitted  to  the  Congress  on  January  3}  1955  by  the  Secretary  of 
Agriculture  pursuant  to  the  Agricultural  Act  of  195^!-  which  directed  the 
Secretary  of  Agriculture  to  study  varioxis  methods  of  production  control 
and  price  support  applicable  to  milk  and  butterfat  and  their  products. 

This  102-page  report  deals  with  four  major  considerations  (1)  methods 
for  controlling  railic  production  j (2)  methods  of  supporting  returns  to 
farmers  for  milk  and  butterfatj  (3)  measures  to  increase  consumption  of 
milk  and  dairy  products;  and  (h)  other  proposals.  Copies  may  be  otained 
from  the  Marketing  Information  Division,  Agricultural  Marketing  Service, 

U,  So  Deparimient  of  Agriculture.  An  abstract  of  the  summary  of  this 
report  appears  on  later  pages. 

C,  Regulations  Affecting  the  Movement  and  Merchandising  of  Milk. 


A study  of  the  impact  of  sanitary'-  reqinrements.  Federal  orders.  State 
milic  control  laws,  and  truck  laws,  on  price,  supply  and  consui'.iption 
dated  June  1955*  Tliis  12i|.-page  study  was  prepared  by  a task  force 
TTithin  the  Department  of  Agriculture,  An  abstract  of  its  suiimary  and 
conclusions  folloxr  on  later  pages.  Copies  may  be  obtained  from  the 
Marketing  Information  Division,  Agricultural  Marketing  Service,  U.  S, 
Department  of  Agriculture. 

D,  Milk  vs»  Butter 

Milk  vs.  Butter,  an  article  in  ’’Farm  Economics"  published  by  the  Depart- 
meruT'oT’  Af^TcuItuTral  Economics,  Cornell  University,  dated  July  1955* 

This  article  deals  with  too  important  dair^r  products,  milic  for  fluid 
consuriiption  and  milic  for  butter,  and  lith  the  geographical  controversy 
between  the  Midwest  and  the  Atlantic  Seaboard,  The  highlights  of  this 
20-page  article  are  abstracted  on  later  pages. 


Study  of  the  Dairy  Indus  tjTy 


Printed  hearing^s  of  the  testimony  heard  by  the  Subcornraittee  on 
Prodi\cts  of  the  Goiiinittee  on  Agriculture,  House  of  Representatives, 
8I|.th  Congress,  first  session,  Testimory  taken  April  19-22,  April 
26-29,  and  May  6,  1955  is  included  in  part  1 of  the  printed  hearings# 
Testiiiiony  heard  June  1-3,  1955  is  included  in  part  2 of  the  printed 
hearings.  For  an  abstract  01  the  highlights  of  the  520  pages  of 
printed  hearings  see  page  314.  The  Federal  Etrtension  Seriloe  distri- 
buted tno  copies  to  each  State  for  specialists  in  dairy  marketing 
and  production* 

Data  on  Household  Purchases  of  Certain  Dairy  Products # 

A monthly  report  is  available  entitled  "Household  Purchases  of  Butter, 
Cheese,  Nonfat  Dry  Milk  Solids,  and  Margarine"  from  the  Marketing 
Information  Division,  Agricultural  Marketing  Service,  United  States 
Department  of  Agriculture.  At  the  time  of  the  Outlook  Conference  in 
195U  da.ta  on  these  products  for  only  five  months  x;ere  available. 

IJith  the  additional  information  obtained  during  the  past  year,  it 
was  believed  that  some  of  the  liighlights  and  trends  would  be  of 
interest  to  those  attending  the  conference  tnis  yes-r.  A suimmary  of 
trends  and  developments  appears  on  page  i;6. 


An  abstract  of  RAt.im'lS  TO  EnTCREASED  GOIISUIE'TION  OF  FLUID  IiILK 


Ueak  Merchandising 

Persistent  vreakness  in  milk  raerchandisin^.  over  the  jears  has  probably  been  one 
of  the  most  important  of  all  tlie  impediments  to  increased  consvanption. 

Complacency  and  Resistance -to ' Change 

Serious  complacency?'  and  resistance  to  change  in 'the  .ranks  of  .the  dairy  industry- 
have  had  dat^iaging  effects.  Prolonged  concern  mth  the  prcbection  of  the  status 
quo  have  sapped  some  of  the  "vigorj  boldness,  and  inventiveness  which  the  indus- 
tryr  now  needs  to  meet  the  challenge  of  substitu-tes,  imitations,  and  other  goods 
for  the  consumer's  dollar. 

Lack  of  Coordination 


The  lack  of  a positive,  coordinated  effort  by^  the  incustry,  inducing  producers, 
processors,  distributors,  labor,  suppliers,  and  others  closely  associated  dth 
the  dairy  business,  has  continued  as  a block  to  realization  of  full  consrmption 
possibilities. 

Labor  Practices 


Hlk  delivery  labor  unions  have  frequently^  exerted  effective  Inf  lue nee,  through 
contract  negotiations  and  othenlse,  to  restrict  price  cojipetition  and  market- 
ing innovatio'ns . 

Sanitary/-  Regulations 


Sanitcryr  la.Trs  and  ordinances,  often  . e::cessively  detailed,  have  been  used  in  a 
nmber  of  places  in  a manner  that  has  effectively  hampered  competition.  This 
has  led,  in  turn,  to  semi-monopoly  conditions,  restrictions  on  milk  supply, 
reduced  variety  and  serdees,  and.  timid  merchandising  efforts.  Consumer  prices, 
quite  possibly,  have  been  higher  than  they  would  have  been  in  more  cospetitive 
markets.  The  net  effect  of  the  restrictions  has  been  to  hold  dotm  consumption. 

Wholesale  and  Retail  Mile  Price  Control 

In  12  States,  price  competition  among  wholesale  and  retail  milk  sellers  has  been 
legally?"  eliminated.  The  minimum  price  per  quart  that  consumers  pay  to  retailers, 
and  that  retailers  pay  to  wholesalers,  is  fixed  by  State  boards  or  commissions. 

Federal  Problems 


Areas  of  confusion  ani  conflict  arising  from  the  application,  interpretation, 
and  administration  of  federal  laws  continue  to  hamper  the  dairy  indus-try.  At 
least  indirectly,  the  result  has  been  to  Udit  millc  consumption. 

Concern  About  Weight 


Hilk  sal  s have  been  hampered  as  Americans  have  become  increasingly  conscious 
of  weight  and  calories.  The  belief  that  whole  millc  is  a fattening  food  has 
gained  credence.  Some  consumers,  as  a cor. sequence,  have  reduced  or  ellainated 
their  milk  co'nsumption. 


An  abstract  of  A STUDY  OF  ALTSAIIATTVE  I'lETHODS  FOR  COIJ'IROLLIWG  FARIT  IULK 
PRODUCTION  AND  SUPPORTING  PRICES  TO  FARITERS  FOR  ilCLIC  .IND  BUTTERFAT 


A study  devoted  to  a consideration  of  major  general  methods  that  might  be  used 
to  accomplish  either  of  the  objectives  mentioned  in  the  title* 

It  might  be  that  the  type  and  number  of  programs  used  would  depend  upon  the 
severity  of  the  surplus  situation^  In  cases  of  minor  excesses,  only  a pur- 
chase method  might  be  employed.  With  a moderate  surplus  a purchase  program 
may  be  used  in  combination  •t'd.th  a system  for  pajrnients.  In  a more  severe 
situation,  these  tvo  approaches  might  be  combined  with  some  measure  to  re- 
strict millc  production  or  sales, 

A o Developments  in  the  dairy  industry  in  recent  years  have  brought  influences 
from  faro  directions  Thich  tend  to  depress  average  prices  for  milk  and 

butter fat, 

1»  Demand  for  but ter fat  has  declined  considerably. 

2a  Farmers  have  increased  production  and  sale  of  m.illc  as  a result  of 
many  improvements  in  techniques  of  milk  production,  changes  in 
economic  relationships  and  continued  price  support  acti\’ity. 

Bo  Characteristics  of  the  Daiipr  Industry/- 

1.  Ililk  production  is  a continuous  process  and  it  occurs  in  practically 
every  county, 

2o  There  is  wide  fle:nbilit3?'  in  the  use  of  milk. 

3o  Production  varies  seasonally  more  than  consumption. 

Uo  Production  and  consmaption  of  milk  and  dairy  products  respond  slowly 
to  price  changes. 

5o  Ililk  and  dniry  products  are  important  foods  from  a nutritional  stand- 
point <> 

So  The  domestic  market  is  the  principal  outlet  for  U.  3,  milk  production. 
7o  Uo  So  prices  are  substantially  above  the  world  level. 

C o Ways  of  Supporting  Prices  Above  an  Equilibrium  Level  i/ 
lo  Restrictions  on  production  or  marketings, 
a.  Milk  sales  quotas 

Difficult  administrative  problems  xrould  be  involved  in  establisliing 
equitable  quotas  for  the  approximately  1,5  million  dairy  farmers  wiio 
would  participate.  These  problems  would  be  greater  than  for  storable 
crops  because  millc  is  more  perishable.  Moreover,  milk  is  produced  and 
sold  under  different  conditions  from  those  for  crops  on  which  acreage 


1/  Editor’s  note:  Equilibrium  level  for  a given  market  is  where  prices  are 
such  that  total  demand  is  equal  to  total  sippHy, 
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allotments  and  marketing  quotas  have  been  used.  Any  production  in  excess 
of  a producer's  quota  could  not  be  stored  by  liim  for  sale  in  a futui-e 
period. 

bo  Limiting  cow  numbers 

A culling  program  or  cow  allotments  would  probably  reduce  cow  numbers 
but  in  time  would  be  offset  by  increased  milk  yields e Also  any  large- 
scale  removal  of  cows  would  affect  beef  cattle  prices. 

Co  Feed  restrictions 

A basic  difficulty  xlth  this  approach  is  that  much  of  the  feed  used 
for  milk  production  coires  from  home  produced  forage  and  concentrates. 

2,  Buying  and  withholding  from  the  market  a portion  of  the  supply. 

ao  Dairy  product  purchases 

Under  this  method  quantities  would  be  removed  from  the  market  that 
would  not  move  into  consumption  at  the  equivalent  of  support  prices® 

(This  is  the  method  now  in  useo) 

b*  Problems  : 

(1)  Sales  of  dairy  products  back  to  the  market  generally  cannot  be 
depended  upon  as  a major  outlet  for  dairy  products  acquired  under 
support  programs® 

(2)  Commercial  e:q)ort  sales  in  large  quail  titles  are  likely  to 
distu^nb  foreign  markets  for  dairy  products  c 

(3)  School  lunch  and  welfare  uses  can  take  only  about  6 percent  of 
the  yearly  farm  marketings  of  milk  and  butterfat. 

(h)  The  increase  in  consuimption  by  rHitary  personnel  as  authorized 
in  the  Agricultural  Act  of  195U  is  also  limited — probably  less  than 
1 percent  of  the  total  supplyo 

(5)  The  purchase  method  involves  purcl-nse  contracts,  storage,  re- 
inspections, sales,  donations  and  detailed  accounting  for  control  of 
operations.  While  this  method  is  administratively  feasible  the 
accumulation  of  inventories  creates  serious  storage  and  quality- 
maintenance  problems. 

(6)  By  holding  domestic  market  prices  above  foreign  prices,  the 
purchase  method  of  support  tends  to  attract  imports  of  dair3’-  prod- 
ucts which,  unless  restricted  would  increase  Government  price 
support  purchases  and  materially  iiitexfere  xd.th  the  support  program. 
Also,  the  chances  of  exporting  dairy  products  are  reduced. 


5-5 
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3i>  Making  pa.yraents  to  compensate  for  the  difference  between  prices 
actnallj'-  received  and  the  support  objective. 

Commodity  Credit  Corporation  made  direct  pa^naents  to  farmers  on  milk 
and  butterfat  from  October  19U3  through  June  I9U6  under  wartime 
authority.  Additional  legislation  now  would  be  necessary  to  author- 
ize such  a price  support  methodo  This  method  would  result  in  the 
consumption  of  the  total  available  supply  in  commercial  market 
outlets o Domestic  prices  would  be  less  attractive  to  imports® 

The  method  would  require  a large  administrative  staff  to  receive^ 
check  and.  pay  about  lt$  million  applications  in  each  payment  period. 

Another  e:qperience  of  World  War  II  involved  Commodity  Credit  Corpora- 
tion payments  to  processors  of  Cheddar  cheese  and  payments  to  dealers 
in  a number  of  fluid  milk  marketso  Payments  to  processors  and  dealers ^ 
like  direct  payments  to  farmers  could  result  in  the  consumption  of 
the  total  available  supply  in  commercial  market  outlets. 

D , Comparative  Costs  of  Pijrchase  Method  and  Direct  Payments 

The  direct  purchase  program  differs  considerably  in  several  respects  from 
any  one  of  the  variants  of  the  direct-payment  types  of  programs.  With 
respect  to  the  cost  to  the  Dover rment^  the  outlay  would  be  substantially 
greater  under  a system  of  direct-payments  than  under  purchase  and  diver- 
sion arrangements  such  as  now  conductedo  This  vrould  be  true  even  if  there 
were  no  recovery  from  products  purchased®  Under  a direct-payment  prograra^ 
hovrever^  the  retail  prices  of  dairy  products  would  be  lower  and  consumption 
i-jould  be  greater  than  under  a direct-purchase  operationc  Despite  larger 
consumption  in  the  former  case  the  cost  to  tlie  population  at  large  (retail 
cost  plus  tadces  to  support  the  program)  would  be  essentially  the  same  under 
the  two  programs  0 . » a Under  the  purchase-and-diversion  method  the  cost 
to  consumers  would  be  8^300  riiillion  for  product  and  $1^0  millions  in  pur- 
chases. millions  in  total.  With  direct  payments,  consumers  would 

spend  J^8,200  million  for  product  and,  tath  the  350  millions  in  direct 
payments,  the  total  bill  would  be  v8,550  million,  cost  of  reacliing  stability. 

In  other  words,  consumers'  total  cost  would  be  ^100  million  greater  under 
direct  payments  than  vjith  purchase  and  diversion  but  consumption  x-jould  be 
greater  by  the  equivalent  of  3p2  billion  -pounds  (and  exports  would  be  up 
by^  Ob 5 billion  pounds)  c Under  the  pur chase-and-di version  method  it  is 
possible  for  the  cost  of  operation  to  be  reduced  by  sale  of  product  bought* 
Moreover,  such  sales  or  gifts  to  civilians  would  tend  to  increase  consumption. 
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Abstract  Summary  and  Conclusions  in  a study  entitled: 

REGULATIONS  AFFECTING  THE  M0VE:4ENT  AND  i'/ERCHANDISING  OF 

MILK 


Objectives  of  the  Stud^ 

1,  To  determine  whiether  and  how  much  various  types  of 
laws  and  regulations  interfere  with,  burden,  or 
obstruct  the  movement  of  milk. 

2,  V\/hether  and  how  much  they  interfere  with  the  adoption 
of  less  costly  or  more  effective  marketing  methods. 

Where  possible,  the  study  measures  the  effect  of  regulations 

on  price,  production,  and  consumipticn. 

Effect  or.  Prices 


Regulations  of  one  typo  or  another  accounted  for  most, 
but  not  all,  of  the  amount  by  which  prices  to  milk 
producers  were  above  a Midv>/estern  base  price  plus  an 
allowance  for  transfer  costs  in  1953-54.  If  these 
regulations  were  modified  to  permit  the  free  movement 
of  milk,  prices  to  about  one-fourth  of  the  producers  of 
fluid  milk  in  the  United  States  would  probably  decline 
an  average  of  about  48  cents  per  hundred  pounds.  In 
some  markets  the  declines  would  range  up  to  75  cents  to 
one  dollar  per  hundred  pounds. 

However,  these  declines  would  be  offset  to  some  extent 
by  an  expected  increase  of  about  a quarter  billion 
pounds  in  consumption  of  fluid  milk.  The  increase  in 
the  total  long  distance  movement  of  milk  would  be 
relatively  small,  partially  because  price  incentives 
would  be  lessened  as  regulations  were  modified. 

Limitations  on  Movement  into  some  cities. 


Sanitary  regulations  hinder  or  prevent  the  movement  of 
milk  into  a substantial  number  of  cities.  Some  markets 
prohibit  outright  the  entry  of  milk  from  beyond  specified 
limits.  Others  burden  such  entry  by  insisting  on  their 
own  inspection  and  then  delay  or  refuse  to  inspect,  or 
levy  discriminatory  fees.  Still  other  markets  differ- 
entiate their  regulations  from  those  of  surrounding  areas 
without  apparent  necessity. 

Sanitary  regulations  do  not  unduly  burden  the  movement 
of  milk  where  consistent  with  requirements  most  widely 
regarded  as  essential.  Neither  do  they  have  this  effect 
in  areas  where  authorities  inspect  milk  promptly  whenevei 
and  wherever  requested  or  accept  milk  produced  and 
processed  under  effective  supervision  of  other  areas 
that  have  about  the  same  regulations.  In  a majority  of 
cities  sanitary  regulations  either  were  not  considered 
unduly  restrictive,  or  did  not  result  in  prices  out  cf 
line  with  those  at  potential  sources  of  milk. 


Effect  o f State  fylllk  Co ntrols 


State  milk  controls  over  the  prices  to  producers  use 
a variety  of  restrictive  measures  and  policies,  mainly 
to  offset  their  inability  to  control  prices  paid  for 
milk  purchased  in  another  State.  The  State  control  act 
or  the  orders  issued  under  it  may  establish  the  limitation 
or  the  admiinistration  of  sanitary  or  other  laws  of  the 
State  may  be  ooordinated  with  the  price  control  program, 
r^n  part,  the  difficulties  with  out-of-State  milk  are  a 
result  of  efforts  to  maintain  State  prices  above  a 
level  at  which  milk  from  out-cf -State  sources,  priced 
on  a classified  price  basis,  would  be  available.  But 
if  out-of-State  milk  is  unregulated,  it  miay  be  available 
at  manufacturing  milk  prices,  or  at  "blend"  prices.  In 
such  cases,  a State  would  have  difficulty  in  maintaining 
its  own  prices  even  if  they  were  in  line  with  prices 
of  milk  available  from  outside  sources  under  comparable 
classified  price  plans. 

State  milk  controls  over  resale  prices  tend  to  limit  the 
opportunities  for  introducing  innovations  in  marketing 
methods  and  practices  or  for  using  aggressive  methods  for 
promoting  sales.  The  prices  that  are  set,  and  the 
differentials  for  type  of  product,  container,  or  service 
give  the  control  agency  power  to  favor  or  discourage 
one  method  or  another.  The  regulations  of  trade  practices 
needed  to  make  the  price  regulation  effective,  also  tend 
to  curb  merchandising  efforts. 

Effect  of  Federal  Milk  Marketing  Orders 

Federal  milk  marketing  orders,  issued  by  the  Secretary 
of  Agriculture  upon  approval  by  producers  of  milk  for 
the  market  which  is  to  be  regulated  and  after  a hearing 
is  held,  establish  minimum  prices  which  dealers  in 
specified  marketing  areas  must  pay  to  producers  under 
classified  price  plans.  They  contain  some  provisions 
which  may  be  so  written  as  to  be  unduly  restrictive. 

Among  the  latter  are  terms  establishing  the  basis  on 
which  plants  may  participate  in  market-wide  pools; 
fixing  the  rate  of  compensatory  payment  on  unpooled  milk, 
and  fixing  the  differential  in  price  for  plants  at  a 
distance  from  market. 

The  general  policy  has  been  for  the  Federal  orders  to 
avoid  requirements  which  might  unduly  impede  the  move- 
mient  of  milk:  "new  producer"  provisions  authorized  by 
the  Marketing  Agreements  Act  have  been  omitted;  base 
and  surplus  price  provisions  avoid  restrictive  rules; 
and  it  has  not  been  required  that  all  milk  sold  in  the 
marketing  areas  be  subject  to  all  the  provisions  of  the 
marketing  order. 

Market-wide  pools  require  some  protection  against  the 
entry  of  plants  which  are  more  interested  in  receiving 
equalization  payments  than  in  supplying  the  market  with 
Class  I milk.  This  is  obtained  by  establishing  perfcr- 
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mance  requirements  for  pool  plants,  and  requiring  a 
com.pensatory  payment  into  the  pool  for  umpco  led  milk 
which  enters  the  market.  The  amount  of  payment  may 
be  kept  to  a miinimum  by  computing  it  on  some  basis 
other  than  manufacturing  milk  values  in  sem^e  circum  - 
stances,  by  not  requiring  the  paym.ent  to  be  made  when 
the  quantity  of  pool  milk  is  low  relative  to  Class  I 
sales,  and  by  allowing  for  transportation  from  the  plant 
at  which  the  milk  is  first  received  from  producers. 

Effect  of  Highway  Load  Limits 

Differences  between  States  in  highway  load  limits  for 
trucks  and  lack  of  universal  reciprocity  for  licenses 
add  to  trucking  costs.  These  were  not  cited  by  dairy 
company  officials  as  material  factors  affecting  the 
movement  of  milk.  However,  most  long  distance  move- 
ment of  milk  is  by  truck.  The  delivered  price  of  milk 
shipped  from  Wisconsin  to  New  York  consists  of  about 
35  percent  for  transportation  and  65  percent  value  of 
milk,  A 10-percent  reduction  in  transportations  costs 
would  be  equivalent  to  nearly  one-half  cent  a quart  at 
such  distances. 

Sanitary  restrictions  Declining 

There  are  indications  of  a trend  toward  less  restrictive- 
ness in  sanitary  regulations,  though  many  of  the  motives 
for  making  them  restrictive  are  still  at  work.  Reports 
of  restrictions  repealed  or  successfully  challenged  in 
court  outnumbered  those  upheld  or  newly  enacted  about 
2 to  1 in  1946-54,  The  expansion  of  distribution  areas 
has  brought  about  a reduction  in  the  number  of  obstacles, 
but  intermarket  movement  of  bulk  milk  still  tends  to  be 
more  or  less  free  as  local  supplies  are  short  or  plentiful 
Work  of  the  National  Conference  on  Interstate  Milk  Ship- 
ments, and  rising  professional  qualifications  of  milk  sani 
tarians  are  tending  to  correct  some  of  the  conditions 
that  restrict  the  movement  of  milk. 


JSl 
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An  abs -bract  of  MILK  VS.  BUTrbR 

Host  of  the  nation^s  butter  is  produced  in  the  Middle  West  and  most  of  the  millc 
for  fliiid  consuiaption  is  produced  east  of  the  butter  area©  The  area  along  the 
Atlantic  Seaboard  from  Maine  to  Chesapeake  Bay  is  the  most  conspicuous  part  of 
the  fluid  mike  area. 


MTiile  there  has  aJurays  been  some  conflict  bettjeen  these  areas ^ it  was  not  until 
recently  that  the  differences  became  unusually  conspicuous » 


Hax’'e  there  been  any  changes  in  the  ind'ustry  that  may  explain  this  sudden  shift? 
One  of  the  first  things  to  do  is  to  look  for  changes  in  incomes  or  profits 
obtained  from  the  production  of  milke  From  pre-World  War  II  to  the  late  forties 
and  eanly  fifties  the  profits  from  producing  mike  rose  to  levels  beyond  the 
dairymen’s  wildest  dneams.  During  the  2?  jeBTSf  191^-  to  19h0^  the  cost-account 
records  indicate  that  profits  occurred  about  one-fourth  of  the  years;  whereas 
from  1914-1  to  19^1  there  was  a profit  every  years  The  average  annual  profit  per 
100  pounds  of  milk  for  the  seven  profitable  j^'ears  prior  to  I9I+I  was  only  22 
percent  of  the  average  profit  during  the  ne::t  eleven  years. 

During  the  early  1990* s all  the  dairymen’s  profits  vanished.  This  abrupt 
decline  may  have  accentuated  the  sectional  controversy <, 


Nine  years  had  been  required  to  convert  the  last  loss^  7 cents,  to  the  highest 
profit,  ule39^  but  only  five  years  were  requii’ed  to  reverse  the  process; 


Low 

year 

1939 


Rising  profits 

High  Losses  Profits 

year 

19h^  — |lo39 


High 

year' 

19hQ 


Falling  profits 


Low 

year 

1993 


Profits 

U.39 


Losses 

^.01 


Price  supports,  marketing  agreements,  war,  consumer  demand  and  so  on  were 
comr.ion  e^q^lanations.  An  important  but  much  less  discussed  explanation  of  the 
rising  profits  vas  the  strilsLng  increase  in  the  efficiency  of  milk  productiono 


On  April  1,  I9$h  the  support  prices  for  dairy  products  t ere  reduced  one-sixth, 
from  90  to  75  percent  of  parity.  More  important,  however,  x-jas  the  percentage 
chan.ge  in  prices  following  the  reduction#  It  would  appear  that  the  VJisconsin 
prices  of  milk  for  butter  and  cheese  during  May-July  195^4-  were  about  5 percent 
less  than  diu'ing  January-March  of  that  year  after  adjusting  for  seasonal  clianges. 
The  New  York  farm  price  of  railk  declined  6 percent,  about  in  proportion  to  the 
VJisconsin  declines.  At  the  retail  level  butter  declined  10  percent,  cheese  3> 
fresh  fluid  milk  2 while  evaporated  x-jas  unchanged.  The  xd-dely  discussed  reduc- 
tion in  the  support  program,  therefore,  did  not  account  for  much  of  the  dairy- 
men’s declining  profits. 


General  deflation  Tras  more  important  than  the  shifting  support  levels  but  was 
less  spectaculaTo  Its  severity  depended  on  the  period  considered.  From  liarch 
of  195U  to  1955  prices  of  all  farm  products  declined  5 percent  and  of  all 
dairy  products  3 percent.  During  the  two  37'ears  1953-55  dair^/  products  were 
xia'xu  ied  dovra  10  pei  cent  by  the  general  decline  and  during'  the  three  years 
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1952“55>  alraost  20  percent.  The  percentage  changes  in  prices  paid  to  producers 
for  all  farm  and  all  dairy  products  were  as  follows: 


March  to  All  farm  All  dairy 

March  products  products 

- -5  - 3 

1953-55  -8  - 10 

1952-55  - 16  - 18 


In  general^ dair^r  products  declined  with  the  deflation  of  all  farm  products* 

This^  no  doubt,  adversely  affected  profits.  The  unprecedented  decline  in  the 
price  of  discarded  daiiT?-  cows  was  the  most  important  factor  causing  profits 
to  decline. 

Normally  dairymen  sell  annually  about  20  percent  of  their  millc  ccvs,  as  canner 
cows*  From  January  1952  to  January  1955  the  price  of  canner  cows  on  the  Chicago 
market  declined  5l  percent.  The  decline  in  the  Chicago  market  was  reflected  in 
prices  of  canner  cows  everyi-rhereo  Since  prices  of  discarded  cows  are  not 
readily  available  in  published  form,  the  severity  of  the  losses  may  be  observed 
by  studying  the  prices  of  dairy  cofrs.  A dairy  cow  is  nothing  more  or  less  than 
its  beef  value  plus  the  capitalized  value  of  its  ability  to  produce  milk.  During 
the  same  period  tha.t  the  price  of  canner  covjs  declined  5l  percent  at  Chica.go 
the  Wisconsin  price  of  milk  cows  declined  I|.6  percent.  The  price  of  dairy  ccn-js 
in  New  Tork  declined  from  li)311  to  $l68  per  head,  or  1|6  percent. 

Prices  p3.id  to  producers  for  milit  utilized  for  butter  "production  and  for  fluid 
consumption  both  declined  from  the  pre-Pearl  Harbor  days  to  the  early  1950*5. 
Furthermore,  the  declines  trere  almost  e::actly  alike,  22  and  23  percent,  respec- 
tively, The  gross  incomes  of  producers  of  m.illc  utilized  for  butter  declined 
55  percent  relative  to  the  gross  incomes  of  producers  of  all  foods.  The 
gross  incomes  of  producers  of  millc  utilized  for  fluid  consumption  were  sub- 
stantially unchanged,  declining  only  2 percent.  Never  before  in  statistical 
history  had  there  been  such  a striking  discrepancy  in  the  gross  incomes  of 
producers  of  these  two  utilizations.  These  reductions  were  not  due  to  un- 
equal declines  in  prices.  They  were  due  to  a phenomenal  shift  in  the  volume 
of  milk  for  these  two  utilizations.  The  volume  of  millc  for  hatter  declined 
I4.2  percent  and  the  amount  of  milk  for  fresh  use  rose  28  percent. 

In  the  case  of  millc,  the  close  relationship  existing  between  costs  and  prices 
prior  to  Pearl'Hai-'bor  was  not.  projected  into  the  vrar  and  postwar^  periods. 

Prices  rose  much  more  rapidly  than  costs,  12?  and  83  percent,  respectively. 

This  is  the  first  time  that  millc  prices  and  costs  departed  from  one  another 
for  any  considerable  period  of  tirae  during  the  p.  st  four  decades. 

Apparently  the  support  program  was  about  as  effective  in  raising  Midx'jestern 
producer  prices  of  m.ilk  for  butter  rela.tive  to  costs  as  the  support  program 
plus  the  marketing  agreements  were  in  raising  New  York  producer  prices  of 
milk. 

The  sirailarity  between  prices  is  indicated  by  the  comparison  of  percentage 
changes  in  prices  paid  to  United  States  producers  for  millc  for  butter  and 
milk  for  fluid  consumption  rela.tive  to  all  foods,  both  of  which  declined 
about  20  percent. 
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A more  detailed  ca.ip arisen  of  the  NeTr  York  pool  price  of  :rilk  and  prices  paid 
Wisconsin  producers  of  milk  for  butter  is  shotrjn  by  e:pressing  the  New  York 
price  as  a percent  of  the  'Wisconsin  prices  During  1952  the  Ne^w  York  and 
Wisconsin  prices  per  100  pounds  were  and  ^Ii-oOO^  respectively*  The  New 

York  price  was  19  percent  higher  than  the  Wisconsin  price <>  This  vras  the  lowest 
premium  in  more  than  forty  ^^ars  of  statistical  history*  The  nearest  approxi- 
mation was  in  1916  when  the  premiimi  was  20  percents  During  the  tliree  years, 
1951''53,  the  New  York  to  Wisconsin  ratio  was  low^  averaging  121  or  only  a 
little  more  than  the  all-time  lows  of  1952  and  1916.  Apparently  during  recent 
years  Wisconsin  producers  of  millo  utilized  for  butter  have  fared  better  than 
New  York  producers.. 

Another  method  oa  looking  into  the  situation  ijould  be  to  compare  the  prices  of 
milk  with  fai’-m  prices  of  other  farm  products.  During  the  early  fifties  VJis- 
consin  prices  of  milk  for  butter  relative  to  other  fai’m  prices  were  2 percent 
greater  than  during  pre-Pearl  Harbor  days®  In  New  York  State  net  pool  prices 
of  milk  relative  to  New  York  farm  prices  of  other  products  were  3 percent  less. 

Prices  Alvrays  a Guid-Sa  Prices  always  guide  production  and  consumption*  Free 
prices  keep  production  and  consumption  in  equilibrium*  Supported  prices  guide 
production  and  consumption  but  do  not  always  keep  them  in  equilibriume 

The  support  program,  raised  Midwestern  producers’  prices  for  milk  utilized  for 
butter  and  nonfat  dry  millc  solids  somewhat  more  than  the  price  supports  and 
marl® ting  agreements  raised  Eastern  producers’  prices  for  fresh  milk  for 
fluid  markets® 


The  support  program,  however,  raised  retail  prices  of  butter  relative  to  its 
chief  competitor,  oleomargarine,  to  such  an  extent  that  butter  consumption 
was  adversely  affected.  The  sigDport  program  and/or  marketing  agreements  did 
not  raise  reuail  prices  of  fresh  fluid  milk  relative  to  other  proteins  and 
consumption  rose* 

From  the  standpoint  of  the  houseiri-fe  butter  is  the  most  expensive  fat  to  eat 
and  millc  the  cheapest  protein.  From  the  standpoint  of  the  producer  butter 
is  the  lovrest-priced  outlet  for  milk®  Fresh  milk  for  fluid  consumption,  on 
the  other  hand,  is  the  highest-priced. 
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An  abstract  of  STUDY  OF  THE  DAIRY  INDUSTRY,  Hearin;^‘S  before  the  Subccs'.anittee  on 
Dairy  Products  of  the  Corimittee  on  Agriculture^  House  of  .Representatives CUth 
Congress^  First  Session,  Hay  end  June  195^5* 

At  the  outset  the  chairman  of  the  subcomraittee  pointed  out  that  durin^  the  early 
period  of  the  hearings  the  testimony  was  to  be  largely  inforraational  in  nature, 
designed  to  give  the  committee  members,  and  to  put  into  the  record,  a background 
of  factural  dafa  about  the  factors  affecting  the  production  and  distribution  of 
milk  and  dairy  product Sc  He  further  indicated  that  the  committee  vjas  axrare  of 
a substantial  diversion  of  viet-jpoints  within  the  dairy  iidustry  itself  about  a 
number  of  specific  questions  and  issues,  and  that  persons  holding  views  on  those 
issues  Tjould  be  heard  latere  The  wTitnessss  at  the  first  part  of  the  hearings 
were  all  officials  from  the  operating  branches  of  the  Department  of  Agriculture 
and  appeared  as  teclmicians  and  e:Kperts  in  their  particular  field  and  not  as 
spokesmen  on  policy  for  the  Secretary'-*  s officeo  Because  much  of  the  information 
of  the  t^q^e  presented  by  Department  of  Agriculture  personnel  is  included  in  the 
Dairy  Situation,  November  1955>  only  brief  reference  will  be  made  to  their 
testimonj'^a  Lore  emphasis  here  will  be  given  to  that  testimony  giving  divergent 
points  of  \n.ew. 

The  Federal  liilk  Larketing  Order  Program  was  presented  by  Ho  L.  Forest,  Direc- 
tor of  the  Dairy  Division,  Agricultural  Harketing  Service,  U.  S.  Department  of 
Agricultures  The  information  pertained  to  ^6  Federal  milk  marketing  orders  in 
effect  at  the  tir.ie  the  data  were  preparedo  It  was  indicated  that  about  one- 
third  of  the  millc  sold  wholesale  by  farmers  was  marketed  under  the  terms  of  the 
Federal  milk  marketing  orders  then  in  effects  In  195U^  more  than  186,000 
farmers  sold  27  billion  pounds  of  milk  to  purchasers  who  were  required  to  pay 
the  minimum  prices  established  by  these  orders.  Among  other  points  discussed 
were  the  procedure  for  the  development  of  an  order;  classified  piucing  of  millc; 
pooling;  State  resale  price  fi:ing;  compensatory  payments;  and  percent  of  milk 
utilization  in  different  markets <, 


The  ne;cb  statement  suimarized  mainly  the  dairy  price  support'’ operations  of- the 
past  year.  It  t-jas  presented  by  IL  Jo  Eraery,  Chief,  Program  Analysis  Branch, 
Livestock  and  Dairy  Division,  Commodity  Stabilization  Service,  U.  S«  Departiaent 
of  Agriculture# 

A statement  entitled  Seme  Significant  Trends  in  the  United  States  Dairy  Industry 
was  presented  by  H.  C.  I^riesal,  Agricultural  Economics  Division,  Agricultural 
Marketing  Ser\d-ce,  UL  S.  Department  of  Agriculture# 

A report  on  the  study  of  Ba'Ciiers  to  Increased  L'ill-c  Consumption  was  presented 
by  Gordon  h,  Zimmerman  of  the  National  Grange.  An  abstract  of  this  report 
apoears  on  preceding  pages  of  this  supplement. 

The  next  statement  on  Federal  Millc  Marketing  Orders  and  their  effect  cn  the 
dairy  industry  in  various  parts  of  the  country,  was  presented  by  Kenneth  Hood, 
Assistant  Secretary./-  of  the  /unerican  Farm  Bureau  Federation,  In  opening  his 
testimony,  he  reported  that  at  the  organization’s  annual  meeting  in  December 
19$kf  the  folloTing  policy  statement  was  adopted;  "IJe  favor  the  use  of  market- 
ing agreeme^:gts  and  orders  where  producers  develop  feasible  plans#"  Tliis  uolicy 
s tat ement/i'o flowed  by  a prelimina.ry  report  of  a studj'"  being  conducted. 


The  svinmarv  ol  oior  preliiainary  report  is  as  iollo^rs  ; 

Federal  r.iillc  marlcet  orders,  in  one  ioriii  or  another,  o.rte  back  to  1933*  They 
have  becor.ie  a recognized  technique  for  determining  the  price  to  producers  for 
milk  sold  for  use  in  fluid-raillc  markets.  In  the  22-year  period  vhich  has 
elapsed  since  the  start  j Federal  milk  orders  have  developed  into  a control 
program  quite  generall^r  accepted  b;'  the  industry'"  as  performing  a permanent 
and  justifiable  Government  function. 

Although  dairy  farmers  delivering  to  fioid  milk  markets  quite  generally  support 
Federal  millc  orders,  some  criticism  has  developed  mostly  froiii  manufactured-railk 
areas  xrhere  no  such  procedure  is  available# 

Those  i:ho  criticize  the  operation  of  Federal  millc  orders  do  so  in  most  instances 
on  three  grouris:  First,  tliet  the  class  I pricing  is  too  high  and  thus  encour- 
ages over  production  nhich  must  go  into  additional  manufactured  milk  products, 
therein^  further  depressing  the  price  of  all  mrnufactured  products;  second,  that 
class  II  or  manufacturing-milk  prices  ai'e  belo^r  those  customarily  pcid  in  manu- 
facturing-milk plants  so  that  the  resulting  margin  permits  handlers  to  offer  the 
end  products  «•& prices  beloir  those  quoted  by  Hidwestern  plants;  and  third,  that 
Federal  orders  create  artificial  barriers  to  the  movement  of  milk. 

The  purpose  of  Federal  orders  as  stated  is  to  establish  and  maintain  such 
orderly  marketing  conditions  for  milk  and  its  products  in  interstate  comraerce 
as  xjill  establish  parity  prices  to  farmers;  pro\d.ded  that  whenever  the  Secretary 
finds  from  a public  hearing  that  parity  milk  prices  for  a contemplated  order  are 
not  reasonable  in  view  of  feed  prices,  feed  supplies,  and  other  economic  condi- 
tions affecting  market  supply  and  demand  in  the  area,  then  he  shall  fix  such 
milk  prices  in  the  orders  as  tdll  (l)  reflect  such  factors,  (2)  insure  an  ade- 
quate supply  of  pure  and  wholesome  milk,  and  (3)  be  in  the  public  interest# 

The  scope  of  the  act  is  quite  broad.  No  order  can  be  made  applicable  until  it 
has  been  submitted  to  a producers’  referendum#  At  least  two-thirds  of  the 
affected  producers  must  vote  in  favor  of  a Federal  order  before  it  can  be  made 
effective#  Tlis  applies  in  the  case  of  a Federal  order  containing  a marketwide 
pool,  l.'hen  the  conteiiiplated  order  involves  a handlers’  pool  approval  of  75 
percent  of  the  producers  is  required. 

In  either  case  t’ne  percentage  is  based  on  the  number  of  producers  voting.  It 
is  also  true  that  any  Federal  milk  order  must  be  terminated  whenever  more  than 
50  percent  of  the  affected  producers  favor  its  termina.tion#  Approved  coopera- 
tives are  permitted  to  cast  the  vote  of  all  their  meiiibers  en  bloc# 

Provisions  for  pricing  milic  in  a Federal  order  quite  generally  iclude: 

(1)  A classified  price  plan  based  on  tlie  use  to  which  the  iiillc  is  put. 

(2)  Distribution  of  returns  to  producers  on  the  basis  of  pooling,  T7ith  either  a 
marketiide  or  an  individual  handler  pool. 

(3)  Authority  for  deductions  frcm  the  pa^rments  due  producers  who  are  not  members 
of  a cooperative  for  market  serin. ces  similar  to  those  performed' bg’"  cooperatives. 
(L)  Provisions  for  financing  the  ad^iinistration  of  the  order,  auditing  of  dis- 
tributor’s reports,  and  dissemination  of  marketing  infoiTiiution. 

The  authority  in  the  act  to  prohibit  unfair  methods  of  conpetition  and  unfair 
trade  practices  in  the  handling  of  milk  has  not  been  i^sed  in  milic  orders.  The 
original  marketing  agreements  and  licenses  fi:ced  resale  prices  as  well  as  pro- 
ducer prices,  but  tliis  practice  was  discontinued  within  a short  tii.ie.  The  June 
1937  legislation  specifically  prohibits  the  inclusion  of  any  provision  for  price 
fixing  at  the  resale  level  in  milic  orders. 
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3o  far  this  c isci'ssion  o3  te:.'’i'ns  and  provisions  hrs  ieen  confined,  to  those  nhich 

are  perraissive.  There  are  certain  actions  va;'.ch  c.nnot  he  taken  in  a Federal 

mill:  order*  One  cf  the  raost  important  is  covered  b/  section  608c  (G)  or  t-he 
act  which  specifies  that; 

No  order  applicable  to  milk  and  its  prodncts  in  any  market  area  shall 

prohibit  or  in  any  manner  limits,  in  the  case  of  the  products  of  milk, 

the  marketing  in  that  area  of  any  miHo  o'^  product  thei'eof  produced  in 
any  production  area  in  the  United  States ^ 

This  sentence  presumably  is  designed  to  prevent  millc  orders  from  being  vaed  as 
trade  barriers  to  the  sliipment  of  milk  in  interstate  commerce. 

nan3''  or  the  Federal  milk  orders  contain  provisions  corimionl;^  laioirn  as  compensa- 
tor^''  payments,,  The^r  are  not  included  in  orders  wliich  utilize  the  indixridual 
handler  pool.  These  ai’e  payraents  which  regulated  millc  distributors  under  a 
given  order^  must  make  to  the  market  pool  on  the  fluid  milk  thej"  buy  from  non“ 
regulated  sources  of  supply.  The  airount  of  such  payments  is  designed  to  irxsure 
that  the  cost  of  unregulated  milk  shall  be  equal  to  the  cost  of  regulaled  milk, 
and  insures  uniform  product  cost  betwnen  cor.ipeting  handlers.  These  pro'vLsions 
are  among  the  most  misunderstood  and  the  most  controversial  of  all  the  proil.- 
sions  included  in  Federal  milk  orders.  They  have  been  labeled  trade  barriers 
by  some  critics. 

The  use  of  cor.ipensator^-  payments  is  a comparatively''  neT’  development  in  Federal 
millc  orders.  They''  have  been  referred  to  by  some  critics  of  Federal  millc  orders 
as  a means  whereby  the  fluid  milk  price  in  a given  ordei’  may  be  protected  at  an 
abnormally  high  level,  in  that  they  dis coinage  importation  of  outside  milk 
tlrrough  the  assessment  of  an  additional  payaent  on  such  iiiillc. 

Proponents  of  the  use  of  compensatory  payme'nts  clairii,  among  other  things,  that 
they  are  necessary  in  order  to  protect  and  make  possible  continued  vse  of  the 
classified  price  system. 

From  the  evidence,  it  may  be  concluded  that  a compensatory'"  payraent  pro-vision  in 
some  Federal  orders  constitutes  a deterrent  to  the  interstate  shipment  of  iiiilk 
from  a source  wliich  is  -willing  to  ship  to  a market  only?-  idien  the  price  is 
attractive  but  which  reserves  the  right  to  play?'  the  field  and  i.'ithdraw  its  milk 
at  any  time  that  a more  lucrative  outlet  beckons,  bhetiier  this  represents  a 
baxrier  is  debatable. 

The  second  major  criticisia  of  Federal  milk  orders  is  that  in  some  orders  the 
price  of  milk  used  for  manufactured  products  is  set  at  a level  which  results 
in  a wide:  Ria'Cgi:.!,  xiide  enough  to  permit  handlers  -to  price  the  end  products  of 
such  operations  belovr  prices  determined  by''  the  narroi'7e.r  mangins  cor.aaon  to 
manufactured-milk  plants  in  the  liiddle  West.  There  is  no  conclusive  e-vidence, 
either  to  support  or  disprove  this  criticism. 

The  considera'iioiis  about  Federal  orders  were  summed  up  as  folloi's : 

lo  millc  is  a product  wliich  lends  itself  to  regulation.  Because  it  is 
perishable,  and  has  lude  use  as  a nutritious  and  protective  food, 
it  is  surrounded  xuth  regulatio.'.is . The  production,  processing,  and 
distribution  of  milk  is  subjected  to  sanitaryr  standards  and  other 
rigid  controls.  Such  regulation  is  generally,'-  accepted  as  being  in 
the  public  interest. 
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2,  Federal  milk  orders  have  been  developed  over  a 22-year  period  and  have 
now  reached  the  status  of  a control  program  quite  generally  accepted 
and  looked  upon  as  a permanent  part  of  flviid  milk  mexketing, 

3«  Federal  millc  orders  are  authorized  under  the  Agricultural  h'arketing  ^’-ct 
of  1937  • They  gr'evr  out  of  demoralized  conditions  in  milk  markets 
occurring  during  the  depression  years  when  producer  prices  were  com- 
pletely unrealistic* 

I'.  Classified  millc  pricing  as  an  accepted  method  for  providing  the  most 
satisfactory  returns  to  producers  on  fluid  milk  markets  was  developed 
before  the  institution  of  Federal  milk  orders* 

5»  Stability  of  prices  within  fluid  milk  markets  requires  what  might 
be  termed  some  rules  and  an  umpire  in  the  interests  of  both  pro- 
ducers and  consumers. 

6*  Determins-tion  of  prices,  based  on  a record  of  testimony  prescribed 
in  public  hearings  presided  over  by  a Government  representative,  has 
much  to  recommend  it  for  a product  such  as  riiilk  which  is  characterized 
by  perishability,  seasonal  fluctuations  in  supply,  and  the  need  fcr 
some  Idnd  of  continuing  arrangement  betTreen  producers  and  handlers. 

7.  Federal  orders  are  optional  irith  producers  operating  in  a market 
and  must  be  terminated  if  a majority  of  the  producers  in  a market 
favor  termination* 

8*  No  order  applicable  to  milk  in  a martet  area  may  prohibit  or  in 
any  manner  limit  the  marketing  in  that  area  of  any  millc  or  product 
thereof  produced  in  any  production  area  in  the  United  States. 

9e  I'Elk  under  regulation  in  a Federal  order  must  be  priced  at  levels 
TTliich  are  determined  to  reasonably  reflect  econoirLc  conditions,  to 
assvre  an  adequate  supply  and  be  in  the  public  interest* 

10.  Use  of  compensatory  pa^mients  is  based  on  the  belief:  (a)  that  they 
are  necessar^r  to  the  maintenance  of  a classified  pricing  program  in 
connection  with  marketi.-ide  pools j and  (b)  that  a fluid-milk  supply, 
because  of  the  perishability  of  the  product  and  the  sanitary  stand- 
ards surrountLing  the  production  and  distribution  of  fluid  i.iillc,  and 
because  it  is  in  the  public  interest,  should  be  an  assured  supply 
rather  than  an  intermittent  one* 

11*  Compensatory  payments  are  not  levied  against  sources  which  are  willing 
to  become  a part  of  a regular  market  supply  and  to  assume  the  respon- 
sibilities of  such  a supply*  Federal  orders  contain  no  barriers 
against  shipments  of  milk  under  the  above-named  conditions. 

12,  Prices  are  not  rigid* 

13*  It  seems  doubtful  that  termination  of  all  Federal  orders  would 
result  in  any  appreciable  increase  in  interstate  shipments  of 
millc. 
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A reference  from  the  Federal  Lilk  Order  Study  Committee  (Teclmical  Com- 
mittee established  by  the  Secretary  of  Agricvlture , Hay  27j  1953)  >-''a.s  inserted 
for  the  record  as  follows: 

"There  is  little  evidence  that  Federal  orders  have  increased  production 
more  than  has  occurred  in  other  markets  or  areas  of  the  countryc  Due 
to  shifting  of  plants  and  producers^  the  receipts  of  milk  at  plants 
subject  to  a Federal  order  do  not  necessarily  reflect  changes  in  area 
of  production.  In  the  Northeast;,  which  is  the  only  area  for  which 
fairly  comprehensive  figures  are  available^  total  milk  production  in 
relation  to  class  I utilization  has  not  been  as  high  as  it  was  in 
the  f or ties c" 

A final  point  in  summary  stated  that  the  Federal  order  program  xras  not  perfect* 
liistakes  have  been  made  which  indicate  a need  for  more  careful  consideration 
of  the  pricing  pro\oLsionSj  but  in  general,  Federal  orders  have  served  a useful 
purpose o Federal  millc  orders  should  be  periodically  reappraised  from  the 
standpoint  of  possible  improvement  rather  than  complete  condemnation. 

The  next  statement  I'^as  a brief  prof, re ss  report  on  a dairy  research  project  which 
was  still  under  way,  by  John  A,  Baker,  assistant  to  the  president  for  legis- 
lative ser-vlce.  National  Farmers  Urnonc  It  was  stated,  that  some  of  the  human 
and  institutional  factors  had  been  considered  in  their  stu.dy  and  that  some  of  the 
tentative  conclusions  t^ouM  be  presented. 

1.  Ililk  is  unquestionably  in  politics  and  has  been  for  over  100  yeensc 
Horeover,  this  has  b3’-  and  large  generated  good  results  rather  than 
bad,  for  the  general  public  as  well  as  for  milk  producing  family 
farmers* 

2,  We  are  convinced  that  the  current  problems  of  milk  must  be  solved 
politically,  that  is  to  sa,’'  legislativelyo  The  iconoclasts  and 
radicals  who  propose  sensational  propositions  of  returning  to  a 
free  market  in  milk  are  aLnost  surely  wrong. Looked  at  from  the 
consumer  end,  milk  and  its  products  are  in  the  nature  of  a public 
utility#  Ilillc  and  its  distribution  in  sanitary  condition  is  that 
important  to  the  general  public. 

3*  Tliis  organization’s  ejq)loratory  studies  lead  to  the  tentative  con- 
clusion that  local  and  State  controD.  over  sanitation  and  disease 
prevention  relation  to  milk  and  its  products  may  be  out  dated. 

It#  Dairy  farmers,  as  sellers,  in  a market  of  monopsonistic  buyers 
find  themselves  at  a distinct  bargaining  disadvantage# 

5*  Host,  if  not  all,  of  the  economic,  or  price  and  supply  affecting 
aspects  of  city  millc  sanitary  regulations  xiere  adopted  prior  to 
and  in  the  absence  of  State  and  Federal  programs  designed  to  even 
the  bargaining  power  of  producers. 

6,  The  same  observation  is  probabljr  true  mth  respect  to  State  milk 
price  a.nd  supply  regulations. 
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7i:  There  is  lack  of  an^  conslusive  evidence  that  indicates  tliat  all 
dairy  farners  generally  have  benefited  from  State  and  local  econ- 
omic milk  regiilo-tions.  Many  milk  producers  have  benefited  but 
many  have  not« 

8c  Federal  milk  market  orders  are  designed  to  insert  order  and 
morality  into  fluid  milk  handling  and  distribution  to  replace 
chaos  and  instability  as  x^ell  as  to  even  up  the  milk  producers 
bargaining  position  so  as  to  raise  his  income*  riillc  marketing 
orders  have  fulfilled  the  first  function^  that  order  and 
stability  have  been  brought  to  the  handling  and  distribution 
of  fluid  milk  and  crec-m.  As  to  the  other  function,  no  con- 
clusive evidence  has  been  shown  that  milk  marketing  orders 
have  very  greatly  reduced  the  svpply  of  fluid  milic  to  city 
consimiers  nor  appreciably  raised  the  retail  price.  Neither 
has  there  been  conclusive  or  impelling  evidence  that  milk 
manket  orders  have  benefited  some  milic  producers  at  the 
expense  of  others. 

9.  Local  and  State  regulations  in  combination  x/ith  Federal  milk 
orders,  even  if  improved  in  various  xcays,  pro\d.de  only  incom- 
plete protection  even  to  milk  producers  x-mo  participate  in 
milk  order  markets  and  none  at  all  to  milk  producers  outside 
such  areas. 

10,  Retail  prices  of  fluid  milk  are  higher  than  they  need  to  be, 

while  at  the  same  time  the  returns  received  for  milk  production 
by  farmers  both  inside  and  outside  Federal  order  areas  is  loxjer 
than  is  consistent  x:'ith  healthy  farm  family  life  and  a con- 
tinuous ample  production  of  milk. 

The  folloxdng  information  about  a prograra  adopted  by  the  National  Faimers  Union 
da±ry  producers  conference  in  Madison,  Wisconsin ,~January  22-23,  19^^ 
submitted  for  the  record.  The  highlights  of  this  proposed  program  included: 

1,  Enactment  by  Congress  of  an  araendment  to  the  Agricultural  Act  of 
I9U9  that  xjill  direct  the  Secretary  of  Agriculture  to  support  the 
prices  of  iilllc,  butterfat,  and  its  products  at  100  percent  of 
parity  and  that  xlll  authorize  the  Secretary  to  utilize  dairy 
production  payments  to  farmers,  in  combination  xlth  other  approved 
methods  of  support, 

2,  Extension  of  the  dairy  price  support  program  at  90  percent  of  parity. 

3,  Revision  of  procedures  in  the  adroinistration  of  the  price  support 
program  so  that  the  announced  level  of  support  xri.ll  be  attained, 

ii.  Rexlsion  of  the  parity  formula, 

3.  Opposition  to  enactment  of  sliding  scale,  variable,  or  fleodble 
price  support  levels  for  any  farm  commodity. 
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6.  Favor  o.f  an  e:qpanded  agricultuiral  conservation  practices  prograiao 

7.  Consumers  cannot  maintain  and  increase  their  pijr chases  of  milk 
and  its  products  unless  they  have  adequate  incomes » Therefore 
the  adoption  of  economic  policies  tmt  T.dll  promote  economic 
e^qcansion  was  re  commended « 

8o  Adoption  of  special  means  and  pro  grains  to  enable  Icn'i'^  income  cot:- 
roiiejcs  and  relief  recipients  to  increase  their  purchases  of  milk 
and  its  products o 

9o  Establishment  of  a security  stockpile  of  milk  products. 

10.  Adoption  of  import  and  e:cport  policies  under  negotiated  inter- 
national agreements  j so  that  Imports  of  millc  and  its  products 
wiU.  not  reduce  returns  to  American  dairy  farmers  bs3.ow  100 
percent  of  the  parity  price^^,  and  that  e:xport  markets  for  Uriited 
States  milk  products  will  be  e:^andede 

11.  Increase  the  consumption  of  millc  and  its  products  through  educa- 
tional programs  for  consumers,  increase  the  purchasing  power  of 
low-income  families,  intensify  research  on  marketing  and  trans- 
portation, develop  consumxer  cooperatives,  and  a broad  public 
appeal  for  industry,  busirnss,  and  trade  unions  to  raise  wages 
out  of  profits  without  increasing  prices  so  as  to  increase 
purchasing  povjer. 

12 e Legislation  to  authorize  accelerated  depreciation  for  tax  pur- 
poses and  a capital  credit  program  to  enable  ovmers  of  process- 
ing plants  to  replace  obsolescent  plant  facilities  irith  modern 
fie:cible  multi-purpose  dairy  plants. 

l3o  A loan  and  service  agency  similar  to  the  Rural  ElectJ'ificaticn 
Administration  to  assist  in  the  establishment  of  a nationwide 
system  of  dairy  marketing  and  pi’ocessing  cooperatives  o 

llto  The  exploration  by  farmers  of  the  possibilities  of  setting  up 
national  or  regional  marketing  organizations. 

Ihc  Increased  appropriations  for  research  in  dairy  marketingo 

16.  Increased  appropriations  for  the  school  lunch  program., 

17 • The  continuation  of  millc  marketing  orders  and  that  they  be  re- 
examined for  their  effect  on  the  transfer  of  milk  from  one 
local  market  to  another,  and  their  effect  on  locations  of 
production. 

18,  That  costs  of  distributing  dairy  products  be  investigated  and 
appropriate  legislation  be  enacted  to  insure  producers  of 
receiving  a fair  share  of  the  consumers'  dollar. 
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. Istablisliraent  of  a natiopxal  grading  system  for  butter  and  cheese, 
and  that  such  products  be  grade  labeled  in  terns  understandable 
to  consumers. 

20.  That  Congress  enact  legislation  directing  the  Armed  Forces  to 
use  butter  and  milk  products. 

21a  Better  coordination  of  State  standards  of  sanitation  and  quality 
inspection  across  State  lines  to  facilitate  product  quality  im- 
provement. 

22o  Appropriation  of  greater  funds  for  public  and  private,  including 
cooperative,  research  and  educational  activities  designed  to 
discover  and  encourage  the  adoption  of  improved  dairy  farm 
techniques  that  uiU  reduce  the  costs  of  millc  production  and 
improve  the  quality  of  milk  when  it  leaves  the  farm. 

23.  In  connection  with  the  use  of  parity  production  payments  as  a 

method  of  supporting  the  returns  from  the  sale  of  milk,  butterfat, 
and  other  perishables,  that  a maximum  limitation  be  placed  upon 
the  amount  of  such  payments  that  can  be  earned  by  an  individual 
farmer  in  a single  year. 

A presentation  of  factual  material  concerning  the  economics  of  the  dairy  indus- 

try by  Steujart  Johnson,  Professor  of  Agricultural  Economics,  University  of 
Connecticut.  The  information  was  presented  under  three  headings  - (l)  prit^ 

duction  and  consumption  trends,  (2)  Federal  and  State  regulations  affecting 
milk  marketing,  and  (3)  the  school  milk  program.  Under  topic  (2)  with 
respect  to  pooling  it  was  stated  that  if  a classified  price  plan  is  used, 
if  regulations  are  set  up  on  an  individual  market  basis,  and  if  market-mde 
pooling  is  used,  then  a method  of  determining  pool  participation  is  necessary. 
The  mechanism  knou-m  as  compensatory  payments  is  designed  to  meet  this  need  for 
a method  of  determining  pool  participation.  If  free  entry  into  a market  is 
to  be  had,  as  required  under  the  enabling  legislation,  such  a pro\d.sion  is 
an  essential  part  of  market-pool  Federal  orders. 

Since  compensatory  payments  have  attracted  considerable  criticism,  one  way  to 
avoid  their  use  is  to  establish  handler  pools.  But  in  large  markets  like  New 
York,  to  do  so  would  jeopardize  efficiencies  in  transport  and  manufacture  made 
possible  by  a market  Tr/ide  pool,  and  if  done  suddenly,  would  likely  lead  to 
deraoralized  markets  throughout  the  Northeast  as  class  I outlets  were  sought. 
Partial  pooling,  either  by  having  one  kind  of  a pool  part  of  the  yesv  and 
another  kind  the  other,  or  by  providing  for  only  a specified  partial  pa3nnent 
into  or  out  of  an  equalization  fund,  appears  to  have  merit,  but  has  not  yet 
been  tried  under  any  Federal  order. 

Use  of  quota  plans  was  widespread  in  the  late  1920 's  and  1930* s.  Many  markets 
abandoned  these  plans  during  World  VJar  II.  But  they  are  now  coming  back. 
Fourteen  Federal  ord.er  roarkets  were  using  quota  plans  in  January  19$h»  A year 
later,  in  Januor3>-  I995j  the  number  had  increased  by  8,  to  a total  of  22.  Under 
all  present  quota  plans  in  Federal  order  markets  new  bases  are  established 
each  year.  Also  the  quotas  are  not  transferable  freely  from  person  to  person. 
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The  quota  plan  is  the  only  device  knoTjn  for  attacking  the  weakness  of  the 
classified  price  plan  in  holding  out  the  attraction  of  a higher  price  for 
extra  milk  than  what  it  is  worth.  Additional  output  of  either  new  or  old 
producers  is  worth  only  its  value  in  the  Idlest  priced  class,  yet  without 
a quota  plan  individual  producers  have  the  incentive  of  the  blend  price 
before  them  'ijhen  deciding  irhether  to  make  additional  milk.  This  tends 
tox-rard  overproduction.  A weakness  of  quota  plans  is  their  high  adminis- 
trative cost.  Man^/’  people  object  to  them  because  they  make  it  more  diffi- 
cult for  newcoraers  to  enter  tlie  dairy  business.  But  others  answer  that  the 
way  of  entry  for  newcomers  r.iight  better  be  made  difficult,  and  their 
energies  used  in  other  pursuits,  if  the  market  is  already  oversupplied  xdth 
milk. 

With  respect  to  the  effect  of  Federal  orders  on  producer  prices — Federal 
orders  "stabilize  prices  upward"  resulting  in  higher  net  incomes  to  producers. 
Their  income-raising  intent  is  a recognition  of  the  fact  that  the  level  of 
price  not  only  determines  cost  to  consumers  but  incomes  for  producers.  The 
amount  of  gain  is  difficult  to  determine.  One  estiriiate, that  of  Dr.  Leland 
Spencer  of  Cornell  University,  is  that  the  gain  in  producer  price  from  State 
and  Federal  control  in  the  period  since  1933,  exclusive  of  the  war  years,  was 
5 percent  in  the  New  York  milkshed.  To  a flxxLd  milk  producer,  consequently. 
Federal  orders  in  a sense  are  a counterpart  to  the  price-support  programs 
for  storable  products  like  corn,  wheat,  cotton,  tobacco,  rice,  and  peanuts* 

Information  to  provide  factual  backgromd  relating  to  factors  which  must  be 

considered  in  any  program  involving  prices  paid  farmers  delivering  milk  to 

fluid  milk  markets,  by  J.  P*  Mason,  Director  of  the  Division  of  Economics 

of  the  National  Milk  Producers  Federation.  A statement  of  policy  agreed 
upon  by  a joint  committee  of  the  Ililk  Industry  Foundation,  the  Evaporated 
1-^llc  Association,  and  the  National  Millc  Producers  Federation  was  submitted 
along  with  other  testimony.  It  was  pointed  out  that  these  organizations  are 
the  main  groups  that  deal  with  the  mechanics  of  Federal  orders  every  day. 

Some  of  the  policy  highlights  are:  From  the  viewpoint  of  fluid  milk  producers 
these  Federal  milk  orders  have  undoubtedly  achieved  their  objectives.  Partic- 
ularly in  the  older  markets  the  orders  are  well  understood,  and  although  jja- 
provements  can  be  made,  that  part  of  the  industry’-  operating  under  the  program 
views  it  not  only  a£‘  ptermanent  but  also  as  geiierally  constructive vThe  factors 
involved  in  establishing  and  maintaining  Federal  orders  are  e:rtrei.iely  copq^lex. 
Each  order  must  be  geared  to  local  conditions  yets  must  maintain  a proper  inter 
relation  between  order  markets  and  the  general  dairy  economy.  Under  these 
circumstances  it  is  not  unreasonable  to  have  questions  raised  regarding  the 
progranio  There  is  reason  to  believe  that  improvements  could  be  made  in  the 
understanding  and  appreciation  of  the  objectives  and  policies  of  Federal 
milk  market  orders  as  well  as  in  the  handling  of  raanj''  specific  problems  and 
provisions  of  such  orders. 

Suggestions  have  been  made  which  cover  such  matters  as  the  need  for  a conpre- 
hensive  guide  on  practices  and  policies,  improved,  communication,  expediting 
actions,  hearing  notices,  several  basic  policies  on  long  range  pricing,  com- 
pensatory payments,  and  other  problems. 
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A resigri.e  of  t he  -:ost  ii'aport.  nt  findings  of  a r-esecrch  stu-d^’-  on  r.:ilk  r3^ulations 
and  milk  qualitj  \)j  A..  Co  Dahlberg^,  Deps-rtmenb  cf  Daiiy/  Indnstrj;  Cornell 
UniTorsit;;'®  This  study  was  reported  in  publication  ?miiber  250^  by  the  National 
Research  Council,  entitled  ’‘Sanitary  ITilk  Control  and  its  delation  to  the 
Sanitary,  Nutritive,  and  Other  Qualities  of  Talk"  and  ha.s  been  distributed 
throcyhout  the  couintrjT-.  A sunimai’y  stateraent  in  the  testimony  i.ith  respect  to 
the  effect  on  prices  follows:  No  doubt  there  are  differences  in  costs  of 
producing  milk  on  the  farm,  due  to  variations  in  the  requirements  of  sanitary 
regulations,  riiich  were  reflected  in  higher  prices  paid  for  milk  for  .bottling 
than  for  manufacturing.  Hcn-jever,  since  many  other  and  more  important  factors 
affected  milk  prices,  there  was  no  relationsliip  between  the  details  and  rigid- 
ness of  enforcement  of  sanitary  ini  Ik  regulations  and  the  retail  price  of  milk 
during  this  investigation*  It  is  e\0Ldent,  though,  that  sanitaiy  requirements 
for  production  of  milic  sometimes  varied  sufficiently  to  restrict  movement  of 
milk  from  one  market  to  another* 

To  bring  to  date  sane  of  the  things  that  had  hap'jended  since  previous  testimony 
had  been  presented  on  July  7^  1953,  by  Roland  W„  Bartlett,  Professor  of  Agri- 
cultural Economics,  University  of  Illinois  * This  information  included  refer- 
ence to  the  Chicago  millc  strikes  of  the  early  1930* sj  facts  about  the  operation 
of  thie  Chicago  Federal  order;  the  amount  by  which  the  class  I prices  in  specific 
markets  exceeded  the  average  class  I prices  in  Chicago  and  tlinneapolis-St.  Paul, 
1929  to  195Uj  and  a comparison  of  changes  in  per  capita  milk  sales  in  Chicago 
and  New  York,  In  the  last  comparison  it  was  pointed  out  that  between  19U5  and 
19^h  per  capita  milk  sales  had  increased  6 percent  in  Chicago  compared  mth  a 
decline  of  I7  percent  in  New  York,  The  explanation  offered  was  a slower  rate 
of  increase  in  per  capita  disposable  income  in  New  York  than  in  Chicago  since 
I9ii5>  and  a relative  increase  in  store  prices  to  consumers  in  Ne^j  York  as 
compared  irith  those  in  Chicago, 

Testimony  pertaining  to  Federal  fluid  milk  marketing  agreements  and  oro-ers  and 

the  changes  that  should  be  made  in  those  regulations,  as  well  as  in  the  Agri- 

cultural Marketing  Agreement  Act  of  1937^  by  Otie  Mo  Reed,  Washington  Repre- 
sentative, the  Joint  Committee  of  the  National  Creameries  Association  and  the 
American  Butter  Institute,  The  main  points  were  summarized  as  follows: 

1.  It  is  the  policy  of  the  joint  committee  to  xrork  for  improvements  in 
the  order  system  and  the  elimina.tion  of  those  features  of  orders  wliich  x-ie 
think  are  inimical  to  the  public  interest  and  which  operate  to  the  disadvan- 
tage of  producers  of  manufacturing  milk* 

2,  The  orders,  while  issued  to  provide  an  "adequate  supply"  of  fluid 
milk  in  fluid  milk  markets,  have  as  a matter  of  fact  been  instrumental  in 
maintaining  and  increasing  surpluses  over  flxoid  milk  requirements, 

3<>  The  facts  shov:  thnt  price  structxres  in  flxid  milk  markets  are 
arbitrarily  high,  leading  to  the  production  of  excess  milk  in  fluid  milk 
supply  areas  and  in  a reduction  in  consumption  in  these  areas. 

Ite  Compensatory  payments  operate  to  limit  the  movement  of  qualified  milk 
into  fluid  milk  markets  operating  under  orders  and  tend  to  implement  a high 
degree  of  local  monopoly. 


5»  The  practice  of  classifying  ’’other  soiirce"  '.ailk  in  the  lovjest  classes 
first  tends  to  restrict  the  entry  of  qualified  milk  in  fliiid  milk  markets. 

6.  The  arguments  of  the  administrative  officials  of  the  Department  of 
Agriculture  and  proponents  of  compensatory  pajrments  and  doxm  classification 
of  "other  source"  milk^  to  the  effect  that  these  provisions  are  necessary  in 
order  for  market  pool  orders  to  operate  effectively^  are  unfounded. 

7*  For  many  5''ear3,  orders  operated  ijithout  these  provisions  and  we  knot; 
of  no  reason  why  it  Siiould  be  necessary  to  include  them  in  orders  at  this  time. 

8.  If  these  devices  are  eliminated,  xre  think  such  action  x:ill  go  far 
toward  correcting  the  current  inequities  which  orders  noxj  engender  between 
fluid  milk  producers  and  manufactxiring  milk  producers. 

Information  pertaining  to  sanitary  requireme nts,  by  C.  Ii»  DeGolier,  Deerfield, 

VJisconsin,  President  and  General  Manager  oT  the  Deerfield  Creamery  Co.,  and 

President  of  Madison  Dairy  Produce  Co.,  Iladison,  Wisconsin,  and  President  of 

the  Wisconsin  Creameries  Association.  The  summary  stated  that  wiiile  much 

progress  has  been  made  in  developing  more  uniform  sanitation  codes  in  this 
country  and  the  practices  under  such  codes,  we  still  have  far  to  go.  The 
evidence  indicates  quite  clearly  that  Piany  sanitation  regiflations  serve  no 
useful  purpose  as  far  as  purity  of  the  milk  supply  is  concerned,  but  rather 
serve  as  devices  to  restrict  the  entry  of  pure  and  xdiolesome  milk  into  markets 
from  areas  outside  their  usual  sources  of  supply.  Such  regulations  tend  to 
wall  off  the  local  markets  from  the  legitimate  competition  of  other  areas  and 
grant  local  producers  a li-gh  degree  of  monopoly.  Tliis  leads  to  arbitrary 
pricing,  ou’-er-production  xi-thin  the  millcshed,  reduced  consuimption  in  the 
markets,  and  greater  surpluses  of  milic  which  must  be  manufactured  into  dairy 
products  such  as  butter,  cheese  and  the  like. 

Discussion  of  some  of  the  self-help  plans  and  proposed  marketinr  quota  and 

production  control  plans  for  the  dairy  farmer,  by  George  Paul,  President, 
National  Creameries  Association.  It  xras  indicated  that  the  organizations 
represented  did  not  believe  it  feasible  or  in  the  best  long-run  interest  of 
the  producer  or  consumer  to  attempt  to  limit  production  or  marketings  from 
farms  in  the  United  States.  It  is  not  believed  such  proposals  are  adminis- 
tratively feasible,  and  probably  xjould  do  more  harm  than  good  to  the  dairy 
farmer  over  a period  of  time.  The  belief  was  stated  that  any  production 
control,  price  support,  or  marketing  quota  plan  that  vjould  be  financed  ty 
the  dairy  farmer  would  not  be  fair.  By  this  it  x:as  meant  that  the  major 
difficulties  noxr  confronting  the  dairy  farmer  are  due  in  large  part  to 
Government  dairy  programs  during  the  war,  and  to  the  approval  of  Congress 
in  permitting  oleomargarine  to  copy  the  attributes  of  butter,  A self-help 
plan  of  the  joint  committee  of  the  National  Creameries  and  the  American 
Butter  Institute  was  submitted. 

Solutions  to  economic  problems  of  milk,  by  James  G,  Patton,  president,  Na- 
^^BTonaXT^^er^^rScn/ VHd~"pi^'^nUedriotHer~ vfitnes‘ses%  TU  was~ r'ecbrimiendeH^ 
that  support  oT  returns  on  the  family  farm  production  be  provided  by  Federal 
statute  by  means  of  production  payments,  by  E.  F.  Bottomley,  Vice  President 
of  Virginia  Farmers  Union.  It  xras  recommended  that  a workable  and  acceptable 
method  of  making  milk  eligible  to  be  classified  by  Federal  law  as  a basic 
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cowKodity  be  provided_,  by  Jvemeth  Hones,  president  of  the  Wisconsin  Farmers 
Union,  The  importance  of  expanded  milk  consumption  by  an  expanding  full 
employment  economy  and  the  significance  of  the  milk  for  schools  program  was 
pointed  up  by  Albert  Hopkins,  president  of  the  Arkansas  Farmers  Unions. 
Some  observations  on  the  dairy  price  and  income  situation  in  Minnesota  and 
the  nation  were  made  by  Edwin  Christianson,  president,  Minnesota  Farmers 
Uniono  Replacement  of  the  present  price-support  program  >ri.th  a compensatory 
payment  program  and  a food  stamp  plan  was  recommended  by  'Dwyte  Wilson, 
general  manager  of  the  Equity  Union  Creameries,  Aberdeen,  South  Dakotao 

A sunmary  of  the  Farmers  Union  position  was  summarized  as  follars: 

A«  Consider  basic  problems  to  be: 

1«  Under  consumption  of  fluid  milk  and  milk  prod-uctso 
2«  Unnecessarily  and  distressingly  low  income  of  milk-producing  farm 
familieso 

Bo  Measures  to  expand  consumption  of  milk  and  its  products: 

lo  Enact  measures  to  insure  expanding  fu.. l~employment  economy. 

2o  Federal  funds  to  finance  free  millc  for  all  school  children, 
including  administrative  costs, 

3®  Enact  food  allotment— food  stamp — plan,  H.  Ra  h$77o 
d.o  Continue  direct  distribution  to  eleemosynary  institutions,  Armed 
Forces,  veterans > facilities. 

After  stable  permanent  milk  price-si^sport  program  at  an  adequate 
level  has  been  enacted  and  established,  revise  class  I milk- 
pricing formulas  in  Federal  milk  orders  to  reduce  retail  price  of 
fluid  milk, 

6,  Nutritional  education  program. 

C,  Measures  to  protect  incomes  of  milk-producing  family  farmers: 

1,  Farmer  returns  on  milk  should  be  supported  at  100  percent  of 
parity  price, 

2,  Use  production  payments  as  method  of  support, 

3«  Only  faraily-farm  volume  of  production  would  be  eligible  for 
payments, 

il.  Favor  enactment  of  authority  for  millc  producers  to  use  marketing 
quotas  to  keep  production  balanced  with  genuine  consumer  demand, 

D,  Establish,  mthin  appropriate  bureau  of  United  States  Department  of 
Agriculture  a staff  of  qualified  employees  to  provide  technical 
assistance  to  State  and  local  milk  sanitation  and  pricing  regvuLatory 
bodies  to  promote  more  rapid  adoption  of  improved,  simplified,  and 
more  unifom  regulations . 

Ea  Raise  Commodity  Credit  Corpoi-ation  sell-back  prices  on  sales  of  dry 
milk  to  feed  manufacturers,  and  on  its  stocks  of  butter,  to  100 
percent  of  the  parity  price. 


Trends  and  Developments  in  Household  Purchases  of  blotter ^ Cheese^ 
donfat  Dry  Milk  Solids , and  Margarine~jy 


Under  the  policy  of  increased  eriphasis  on  marketing  research  by  the  Department 
of  Agriculture^  additional  information  about  the  household  use  of  certain  dairy 
products  and  margarine  is  being  obtained.  It  is  made  available  to  the  public 
in  monthly,  quarterly,  and  annual  reports.^/  At  the  time  of  the  outlook  con- 
ference in  19$h}  data  for  only  9 months  had  been  obtained.  The  additional  data 
obtained  during  the  last  year  provide  information  on  levels  and  trends  of  con- 
sumption of  the  various  dairy  products  and  margarine,  and  on  some  family 
characteristics  and  geographical  differences  that  influence  consumption  patterns 
of  these  products. 

The  data  are  collected  each  week  from  a representative  nationwide  sample  of 
5j800  families  who  report  food  and  household  item  purchases  covering  such 
variables  as  purchase  volume,  price  paid,  brand,  and  name  and  location  of  retaij. 
sales  outlet.  From  this  sample,  referred  to  as  the  National  Consumer  Panel  of 
the  Market  Research  Corporation  of  America,  estiiaates  are  projected  to  regional 
and  national  totals  for  use  in  the  USDA  reports  on  household  purch^SfcS* 

Monthly  Data  for  U,  S, 


The  monthly  data  on  butter  and  margarine  have  indicated  average  purchases 
butter  at  the  level  of  about  58  million  pounds  and  margarine  purchases  at  about 
90  million  pounds.  Related  to  total  disappearance,  these  show  that  over  60 
percent  of  total  domestic  use  of  creamery  butter  goes  into  household  use  while 
margarine  purchases  by  householders  make  up  about  90  percent  of  total  domestic 
use.  A study  made  in  the  fall  of  199h  by  a private  research  organization, 

Alfred  Politz  Research,  Inc.,  indicated  that  in  the  continental  United  States, 

8l  percent  of  all  restaurants  used  butter  idiile  52  percent  used  margarine 
(some,  of  aourse,  used  both).  Only  fragmentary  data  are  available  on  non  house- 
hold use  in  restaurants,  hotels,  hospitals,  or  other  institutions — of  butter 
and  margarine.  However,  these  data  on  household  purchases  indicated,  for 
example,  that  in  the  year  ending  March  1955 j nonhousehold  use  of  butter  declined 
while  nonhousehold  use  of  margarine  increased  over  the  preceding  year.  This 
was  determined  by  assimiing  that  the  residuals  between  total  domestic  disappear- 
ance of  these  products,  as  estimated  by  the  Department,  and  household  purchases 
was  accounted  for  in  nonhousehold  uses. 

Some  of  the  trends  and  other  infonnation  obtained  from  this  survey  on  household 
purchases  are  summarized  in  the  attached  table  entitled  "Changes  in  Household 
Purchases  of  Specified  Dairy  Products  and  ^%rgarine" . From  the  outlook  stand- 
point, attention  in  coming  months  should  be  directed  towards  purchase  volumes 
for  butter  and  margarine,  because  in  the  late  fall  and  early  winter  of  last  year, 
householders  reported  large  spurts  in  their  purchase  rates  for  these  products, 

l/  Prepared  for  the  National  Outlook  Conference,  Dairy  Session,  November  30,  1955 
by  tiie  Plarket  Development  Branch,  Agricultural  Marketing  Service,  United  Stat.*^ 
Department  of  Agriculture. 

2/  For  copies  of  these  reports,  "Household  Purchases  of  Butter,  Cheese,  Nonfat 
Dry  Mlk  Solids,  and  Margarine,"  write  to  Marketing  Information  Division, 

AMS,  USDA,  Washington  25,  D.  C, 
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It  is  interesting  to  note  that  the  substantial  increase  in  household  purchases 
of  nonfat  dry  milk  solids  was  associated  with  the  introduction  of  the  new 
"instant"  product,,  The  large  drop  in  purchases  of  processed  cheese  foods  was 
associated  with  certain  changes  in  merchandising  by  the  cheese  industry. 

Geographical  Differences 


Quarterly  data  from  this  continuing  suirvey  show  that  the  best  household  market 
for  butter  is  in  the  ^'Northeastern  and  North  Central  States,  For  margarine. 
Pacific  Coast  States  householders  are  the  largest  per  capita  users;  however, 
regional  differences  in  reported  per  capita  purchase  reates  for  margarine  are 
much  less  marked  than  those  for  butter.  Only  in  the  North  Central  States  does 
ihe  household  per  capita  rate  for  butter  exceed  the  comparable  per  capita 
purchase  rate  for  margarine.  This  may  be  accounted  for  in  part  bj'-  the  fact 
that  two  States  in  this  region,  Minnesota  and  Wisconsin,  still  prohibit  the 
sale  of  colored  margarine. 

By  regions,  household  purchases  of  butter  per  capita  during  July-Septeraber 
195,05  compared  with  a year  earlier,  showed  the  greatest  gain  in  the  Mountain- 
Southwestern  area,  while  Southern  householders  reported  the  only  decline  in 
butter  purchases  from  the  July-September  1951;  level.  Per  ca,pita  rates  for 
butter  in  Southern  and  Mountain-Southwestern  households  approximate  about  30 
and  I4.O  percent,  respectively,  of  the  United  States  average  rate.  The  data  for 
July-Septcmber  1955  also  revealed  that  the  per  capita  ain  in  household  pur- 
chases from  a year  earlier  in  the  populous  Northeastern  area— an  important 
butter  market — was  below  the  gain  for  the  nation  as  a whole. 

For  margarine,  householders  in  the  ^'^ortheast  and  North  Central  region  reported 
little  change  during  July-September  1955  from  a j'-ear  earlier  in  por  capita 
purchases,  while  householders  in  the  Southern  States  reported  the  largest  gain. 

Influence  of  Family  Characteristics 

This  survey  of  household  purchases  of  certain  dairy  products  and  ma.rgarine  has 
also  yielded  some  relations  between  purchases  and  family  characteristics.  For 
example,  high-income  families  tend  to  eat  more  butter  while  low- income  families 
use  more  margarine.  For  butter  and  margarine  use  combined,  the  differences  by 
income  group, s were  not  noticeable . 

Families  with  housewives  Uu  years  old  and  over  were  not  only  the  largest  per 
capita  users  of  butter,  but  they  also  used  more  margarine  than  families  with 
younger  housewives.  It  should  also  be  noted  that  from  April-September  19U7  to 
Api-il -September  1951;,  only  those  households  with  the  older  house-vjlves  increased 
their  combined  per  capita  use  of  butter  and  margarine. 

households  headed  by  farmers  were  relatively  low  percapita  buyers  of  butter 
compared  with  other  families.  Of  course,  many  farm  families  use  home-produced 
butter.  Margarine  use  in  families  headed  bj^  farmers  was  low  relative  to  other 
families  in  all  periods  surveyed,  but  showed  a sharp  increase  from  19U7  to 
1953  and  195i|. 


Although  large  changes  did  occur  froi.i  19U7  to  1953  and  1957i.  in  househould  use 
of  butter  and  mc^rgarine,  the  pattern  for  each  corranodity  in  terms  of  family 
characteristics  generally  tended  to  be  the  same  in  all  three  periods.  Data,  tc 
be  obtained  for  April-September  1955  on  the  same  basis  will  indicate  whore 
shifts  have  occurred  over  the  last  yean. 
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V • lijjFijxliijNCE  i''iATl!jRi-i-i.LS 

Publicati o.-.s  available  frox.i  the  Mexketin^;,  Iiifcrmation  Division,  xigrici.ltural 
Marketing  Ser^dce,  United  States  Depa-rt:.ient  of  Agrici^lture: 

The  Pair 7 Situation,  published  monthly^is  designed  to  pro\’lde  ciu-rent 
iniorr.iation  pertaining  to  the  dairy  industry.  For  a quick  grasp  of 
the  overall  situation  read  "the  dairy  situation  e.t  a glance"  which 
always  appears  inside  the  front  cover,  and  the  "suinriiary"  ijhich  pre- 
cedes the  main  report. 

Dairy  Production,  published  raonthly,  includes  production  and  related 
information,  together  lith  selected  special  surnmanies  for  those  in- 
terested primarily  in  dalr^r  statistics. 

Fluid  Milk  and  Cream  Report,  published  monthlj?-. 

Evaporated,  Condensed,  and  Dry  Milk  Report,  published  monthly. 

Production  of  liamifactured  Dairy  Products,  published  annually,  usually 
in  November  T.ath  statistics  of  the  previous  year. 

Milk  Production  on  Farms  and  Statistics  of  Dairy  Plant  Products,  pub- 
lished annually,  usually  in  February. 

Farm  Production,  Disposition  and  Incorae  From  Ililk,  published  annually, 
usualljr  in  April. 

Daijp;-  Statistics  and  Related  Series,  published  about  ever;/-  two  years* 

The  last  one  was  dated  October  and  a new  one  is  e^qpected  to  be 

available  early  in  195<^» 


■•niilk  and  its  products  facts  for  consumer  education."  AID  125* 

A source  book  designed  primarily  for  consumer  information 
prograr.is,  including  information  on  nutritive  value,  selection 
and  home  care,  definitions,  grades,  and  standards  and  con- 
sumption of  milk  and  dairy  products.  Price  2$  cents  from  the 
Superintendent  of  Documents,  Government  Printing  Office. 

"Do  you  get  enough  milk?"  Home  and  Garden  Bulletin  hj » 

A statement,  for  more  general  distribution,  presenting  some 
of  the  material  included  in  xilB  125  ir  more  popular  form. 

Free  from  the  Office  of  Information,  U.  S,  Departriient  of 
Agricultuire. 

County  data  from  The  Census  of  Agriculture  for  195 5 j is  becoiidng  available 
and  includes  such  information  as: 

Kw.iber  of  farms 19U5  and  1951-1- 

Number  of  farms  xdth  milicing  machines 19U9  ^nd  19$h 

Nuimber  of  farms  with  milk  cows 1Sh9  rnd  195^1 

Number  of  farms  reporting  whole  milk  sold,  and  quantities. 

Number  of  fa  ms  reporting  cream  sold,  and  quantities. 
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Uill^ISL)  STATES  OSPARTJIENT  UF  AGRICULTURE 
Foreign  Agricultural  Service 
Washington  25,  O.C. 


November  15,  1955 

^ EJCFANJING-  FOREIGN  MRKSTS 
For 


FRUITS  AI'IjJ  vegetables  ^ 


Program  Gb.lectivos 

1.  To  obtain  access  to  foreign  markets  on  an  equal  basis  with  foreign 
competitors  for  United  States  finiit  eaid  fruit  products, 

2.  To  assist  the  United  States  fruit  industry’  to  develop  and  maintain 
improved  foreign  markets  for  fruit  and  fruit  products. 


Significance  of  Export  Outlet  to  the  United  States  Fruit  Indust 

Exports  of  United  States  fruits  a,nd  fruit  products  Imve  provided  a sub- 
stantial outlet  for  the  United  States  fruit  indust ly  for  many  years.  Prior  to 
the  war,  almost  14  percent  of  all  sales  of  United  States  fruit  and  fruit 
products  vrere  made  to  foreign  markets.  In  that  period,  almost  9 percent  of  the 
sales  of  fresh  fruit  was  shipped  to  export  outlets,  whereas  over  23  percent  of 
the  total  sales  of  processed  fruit  went  for  export,  during  the  last  3 years, 
only  about  S percent  of  the  sales  of  both  fresh  fimiit  and  processed  fruit 
products  were  made  to  export  outlets. 

The  export  raa,rket  for  citrus  fruit  groi'jn  in  the  United  States  has  increased 
along  with  the  domestic  market.  Exports  of  fresh  citrus  fruit  to  Canada,  vdiich 
is  our  largest  customer,  and  to  Europe  now  are  larger  than  before  the  war. 
Percentagei’/ise , about  the  same  share  of  total  sales  - 9 percent  - is  made  in 
export  markets  as  before  the  vrar.  In  fact,  the  percentage  of  fresh  fruit  sales 
made  to  e:q5ort  outlets  has  increased  since  the  prewar  period,  while  the 
percentage  of  processed  citriis  sales  made  in  export  channels  is  about  half  of 
its  prev^ar  level. 

Exports  of  fresh  and  processed  United  States  deciduous  fruits,  however, 
have  been  reduced  sharply  since  before  the  vrar.  Prior  to  the  vrar,  over  S 
percent  of  all  fresh  deciduous  fruit  sales  and  over  25  percent  of  all  processed 
deciduous  fruit  sales  vrent  to  export  rnarkets.  At  the  present  tine,  only  about 
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3 or  4 percent  of  the  fresh  deciduous  fruit,  and  about  12  percent  of  the 
processed  deciduous  fruit  are  e:cported.  Formerly,  about  1?  percent  of  all 
United  States  carnied  fruit  sales  vrent  to  export  markets,  whereas  recently  about 
3 or  4 percent  have  been  sold  in  these  markets.  Dried  fruits  have  fared  a little 
better,  recently  exporting  about  l/5  of  their  total  sales,  as  compared  to  l/3  of 
the  total  dried  finiit  sales  being  exported  prior  to  the  war. 


United  States  Share  of  World  Fruit  Production 

The  United  States  is  the  vrorld's  most  L*nporto.nt  fruit  producer,  Betvrecn  1/5 
and  1/6  of  the  total  production  of  fruit  in  the  vj-orld  is  growi  in  the  United 
States . 

Dearly  1/2  of  the  v/orld  citrus  fruit  production  is  located  in  the  United 
States.  Over  1/3  of  the  oranges,  about  l/2  of  the  lemons,  and  over  9/l0  of  tho 
grapefruit  grovni  in  the  world,  are  grovjn  in  the  United  States.  The  Mediterranean 
area,  v/hich  produces  almost  as  nHnj/'  oranges  and  lemons  as  this  countiy,  provides 
our  greatest  competition.  Prod.uction  of  oranges  in  foreign  countries  is  expanding 
about  as  rapi.dly  as  in  the  United  States. 

The  production  of  deciduous  fruit  has  been  decreasing  slightly  in  the  United 
States  since  the  prewar  period,  whereas  the  total  vrorld  production  of  deciduous 
fruit  is  about  1/5  larger  now  than  it  was  prior  to  the  vfc.r.  There  have  been 
sharp  increases  in  production  of  apples  and  pears  in  the  Northern  European 
countries  and  of  soft  fruits  as  v/ell  in  the  Mediterranean  countries,  since  the 
prewar  period.  Production  of  apples  and  pears  in  Europe  as  a \fhole,  for  example, 
currently  is  about  twice  the  prewar  average.  There  have  been  important  increases 
also  in  the  production  of  apples  and  pears  in  South  America  and  the  Union  of 
South  Africa,  Before  the  v;ar.  United  States  deciduous  fruit  production  accounted 
for  1/3  of  the  world  total,  whereas  the  United  States  share  has  dropped  to  I/4 
of  the  total  in  recent  years. 

Production  of  co.nned  fruits  in  Australia  o.nd  South  Africa  has  been 
increasing  rapidly  since  the  war.  These  increases,  plus  small  increases  in 
prod.uction  in  European  countries,  have  offset  the  sharp  decline  in  Malaj/an 
pineapple  production  since  the  prewar  days.  United  States  canned  fruit  produc- 
tion provides  slightly  more  than  3/4  of  the  v/orld  total. 

Almost  1/2  of  the  vrorld  total  of  dried  fruit  production  is  produced  in  the 
United  States.  Important  foreign  com.petition  is  provided  by  the  Mediterranean 
aroas,  Greece,  Yugoslavia,  Turkey,  and  Persia,  and  by  Australia  and  South  Africa. 
The  United  States  produces  about  I/3  of  world  raisins,  and  about  4/5  of  the 
total  world  prune  production. 

Iriformation  relating  to  the  United  States  share  of  world  production  and 
tro.de  for  the  major  fruit  categories  is  provided  in  Tables  I and  II. 
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Table  I 


■ 


i 

1 


I 


United  States 

Share 

of  Iforld  Production, 

Average  1934-33, 

aiinual  1951- 

•54 

Crop 

Citrus  and  ‘ 

Citrus 

' deciduous 

■ Canned  ‘ 

dried 

deciduous  • 

* fruit 

• fruit  * 

f ruit 

season 

fruit  ; 

fruit 

; i/ 

; 2/  : 

3/ 

- P 

e r c e n t 

Average 

1934-33 

35 

40 

33 

73 

43 

1951... 

36 

46 

32 

73 

47 

1952... 

29 

43 

24 

76 

43 

1953... 

31 

45 

24 

76 

40 

1954... 

31 

45 

24 

72 

39 

1/  Jbxluding  grapes  crushed  for  vdne . 

Excluding  citrus, 

3/  Excluding  dates  and  figs. 


Table  II 


United  States  Share  of  VJorld  Trade ^ 
Average  1931-33;,  Annual  1951-54 


Crop 

season 

Citnis 

fruit 

: deciduous 
f ruit 

’ Canned  [ 

' fruit  ’ 

; i/  ; 

dried 

fruit 

U 

Average 

- 

- P e r c 

e n t - - 

1934-33 

12 

27 

44 

36 

1951... 

17 

12 

15 

22 

1952... 

16 

9 

22 

32 

1953... 

17 

8 

13 

25 

1954... 

17 

10 

23 

22 

'ij  Excluding  citrus. 

TJ  Excluding  dates  and  figs. 


--destination  of  Exports 

j Europe  and  Canada  have  provided  the  principal  outlets  for  exports  of 
(United  States  fruit  and  fruit  products,  information  relating  to  the  share  of 
I the  total  sales  of  principal  United  States  fruit  and  fruit  products  made  to 
I these  respective  markets  is  provided  in  Table  III. 
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Table  III 


Share  of  Major  United  States  Fruit  Groups  Exported, 
by  Principal  Destinations, 

Average  1934-3^^  Annual  1951-54 


Fruit  groups 
and 

crop  season 

Exioorts 

Total 

• Europe 

‘ Canada 

Other 

Percent  of 

total  sales  - 

Fresh 

Apples,  grapes, 
pears,  pluras, 
and  prunes: 

Average  1934-33 

10,9 

3.5 

1.0 

1.4 

1951 

6,0 

1.7 

2,0 

2.3 

1952 

4.3 

.1 

2.4 

1.8 

1953 

4,4 

.3 

2.6 

1.5 

1954 

5.1 

.7 

3.0 

1.4 

Citrus: 

Average  1934-33 

8.2 

3.2 

4.5 

0.5 

1951 

10,7 

2.7 

7.1 

.9 

1952 

12,3 

4.1 

7.3 

.9 

^953 

12,4 

4,1 

7.6 

,7 

1954 

12.4 

4.4 

7.2 

.8 

Percent  of 

total  pack  - 

Canned  fruit  1/ 

Average  1934-33 

17.2 

16.3 

0.1 

0.8 

1951 

2.7 

.6 

1.0 

1.1 

1952 

3.5 

.7 

1.5 

1.3 

1953 

4.2 

1.7 

1.4 

1.1 

1954 

4.4 

1.5 

1.5 

1.2 

Dried 

Apples,  apricots. 

• 

figs,  peaches, 
pears,  prunes, 
and  raisins: 

Average  1934-33 

36.1 

30.1 

2.7 

3.3 

1951 

30.1 

22.1 

4.1 

3.8 

1952. 

33.3 

25.3 

4.0 

4.0 

1953 

26.2 

13 . 8 

4.3 

3.1 

1954 

22.8 

14.4 

4.8 

3.6 

1/  Deciduous  only. 


Barriers  to  Trade 

In  recent  years,  exports  of  most  United  States  fruits  and  fruit  products  "bo- 
European  markets  have  been  v;ell  below  their  prewar  levels.  Exceptions  to  this 
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I are  found  in  the  case  of  raisins  and  oranges ^ but  imports  of  most  other  United 
'•  States  fruits  and  fruit  products  have  been  either  prohibited  or  sharply  limited 
by  European  and  other  foreign  countries  since  the  v/ar, 

I Follovring  the  war,  practically  all  European  countries  imposed  rigorous 

: controls  on  imports  of  goods  from  the  dollar  area  in  order  to  preserve  their 
; dollar  balances.  In  the  immediate  postv/ar  years,  only  the  most  essential  goods 
were  permitted  to  be  imported  from  the  dollar  area.  Generally  speaking,  fruits 
and  fruit  products  were  considered  to  be  luxuries  and  were  lovx  in  the  scheme  of 
: priorities  established  for  imports, 

As  European  economies  have  improved,  there  has  been  some  liberalization  of 
. imports  of  fruits  and  fruit  items  from  the  United  States.  Recent  steps  toward 
■ liberalization  of  fruit  items,  and  the  current  limitations  affecting  imports  of 
United  Sta.tes  fruits  into  European  countries  is  summarized  in  the  following 
: schedule: 

Liberalization  Moves  in  1955 

Austria . — Effective  July  1?,  Austria  increased  its  liberalized  import  list. 
Fruit  products  in  this  list  of  interest  to  the  United  States  include  fresh 
L lemons,  canned  pineapples,  guavas,  grapefruit  and  peaches;  canned  pineapple  and 
^ grapefruit  juices;  other  canned  fruit  and  berry  juices,  unconcentrated  and 
i unsweetened;  and  canned  olives. 

I Denmark, — Raisins  were  placed  on  the  import  free  list  in  Denmark  effective 

[ November  1.  This  is  the  only  dollar  fruit  item  nov;  liberalized. 

Germany. — On  July  1,  Germany  liberalized  imports  of  canned  grapefruit  and 
plums  in  barrels,  x-zithout  sugar,  Free  dollar  quotas  were  established  for 
imports  of  dried  fruits  and  nuts,  and  canned  pineapple  for  the  last  quarter  of 
1955.  Further  liberalization  has  been  promised  for  early  1956,  especially  for 
canned  asparagus,  and  citrus  fruits  and  juices. 

New  Zealand . — Effective  in  February,  New  Zealand  removed  her  import 
restrictions  on  dried  prunes  and  fruit  pulps. 


Status  of  Other  European  Countries 

Benelux, — Fresh  fruits,  canned  fruit  juices,  and  dried  fruits  are  licensed — 
other  fruit  and  tree-nut  items  liberalized. 

Finland . — United  States  goods  are  under  strict  import  controls. 

France, — All  dollar  imports  under  license. 

Ireland , — ^All  dollar  imports  subject  to  license. 

Non-zay . — Strict  control  of  dollar  imports, 

Sweden. — Most  products  are  liberalized,  although  some  items,  principally 
fresh  fruits,  must  be  purchased  with  transit  dollars.  Seasonal  prohibitions  also 
in  effect  for  fresh  apples  and  pears. 
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Switzerland. — Largely  liberalized. 

United  Kingdorg. — dollar  fruits  and  fruit  products  under  import  license 
control. 

The  United  Kingdom,  v/hich  in  prev/ar  times  was  the  most  important  European 
customer  for  United  States  fruits,  has  taken  increased  quantities  of  fruit  items 
in  the  past  two  or  throe  seasons.  Most  of  these  exports,  however,  were  financed 
under  aid  programs. 

Problems  relating  to  barriers  to  trade,  such  as  tariffs,  quotas,  import 
license,  exchange  restrictions  and  others,  are  considered  and  discussed  at  an 
international  forum  referred  to  as  the  GATT,  which  is  of  special  interest  to  the 
United  States  fruit  industry. 


GATT 


United  States  Government  representatives  will  talk  to  other  government 
representatives  in  Genova  during  November  about  import  restrictions  which  foreign 
governments  are  imposing  upon  United  States  exports,  and  will  press  for 
relaxation  of  those  restrictions.  These  discussions  will  take  place  at  the  10th 
Session  of  the  General  Agreement  on  Tariffs  and  Trade,  commonly  known  as  the  GATT, 
This  agreement  vra.s  made  effective  in  1940,  and  is  currently  signed  by  32 
countries.  The  GATT  essentially  is  an  agreement  to  reduce  import  duties  and  to 
prevent  impairment  of  world  trade  by  quotas,  subsidies,  or  other  devices. 

The  GATT  provides  a set  of  rules  of  conduct  in  international  trade  to  vrhich 
the  member  countries  subscribe.  It  also  provides  som.e  conditions  under  which 
these  mles  need  not  be  lived  up  to  by  the  member  countries. 

For  example,  one  of  the  rules  is  that  no  member  country  may  discriminate 
against  imports  from  another  member  country.  The  exception  is  that  when  member 
countries  have  difficulties  in  maintaining  dollar  balances,  they  my 
discrintLnatc  against  imports  from  the  dollar  area  in  order  to  preserve  their 
dollar  balances,  European  countries  have  discriminated  against  imports  of  dollar 
fruits  since  the  war,  and  in  so  doing  they  have  protected  the  fruit-producing 
industries  of  their  countries,  v/hich  have  increased  their  production 
substantially  in  the  last  several  years.  Similarlj^,  the  same  conditions  have 
held  for  production  in  colonies  of  European  countries. 

At  some  of  the  discussions  at  the  GATT  session  in  Geneva  this  past  ^vlnter, 
it  was  apparent  that  these  fruit-producing  industries  in  foreign  countries 
intended  to  insist  upon  continuation  of  these  conditions.  It  was  quite  apparent 
tlrat  the  member  countries  were  unwilling  to  allov;  ^^rnrld  supply  conditions  to  hare 
an  immediate  and  substantial  effect  upon  domestic  prices.  The  delegates  vrare 
anticipating  improved  dollar  balances  and  freer  trade  with  the  dollar  area  in  the 
future.  It  was  evident  that  quantitative  restrictions  for  balance-of -payment 
reasons  could  not  bo  continued  much  longer  and  foreign  countries  were  looking  for 
such  measures  without  the  balance -of- payment  rationalization.  Member  countrios 
obtained  waivers  exempting  them  from  being  bound  by  certain  provisions  of  the 
GATT  in  order  to  prevent  domestic  or  colonial  industries  from  being  sharply 
hurt  by  increased  imports  from  the  dollar  area.  These  will  bo  of  considerable 
importance  to  the  fruit  industry, 
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j These  waivers  have  some  aspects  which  arc  favorable  from  our  point  of  view. 
First  of  0.1 1 j the  problem  ^rhich  v;c  have  long  insisted  to  bo  the  real  issue  is 
recognized.  Furthermore,  any  country  in  order  to  obtain  a waiver,  must  apply  for 
it  and  in  its  application  present  a program  designed  to  reduce  gradually  the 
•protection  provided.  Thus,  some  limits  are  placed  upon  the  use  of  these  waivers 
!| which  may  be  of  help  in  reducing  the  amount  of  protection  currently  enjoyed  by 
|:our  i'o reign  competitors. 

The  Agricultural  Trade  Development  and  Assistance  Act  of  1954 

I,  This  Act  (Public  Law  480,  83rd  Congress)  provides  a means  wrhereby  some  of 
the  surplus  agricultural  commodities  produced  in  this  country  may  be  exported  to 
[other  countries  which  currently  are  unable  to  pay  for  them  with  dollars. 

! Programs  developed  under  Public  Law  480  involve  agreements  providing  for  the 
I importation  of  surplus  agricultural  commodities  and  for  the  expenditure  of  the 
foreign  currency  received  by  the  United  States  in  exchange  for  the  surplus 
! agricultural  commodities . 

I Thus  far,  there  have  been  no  fruits  or  fruit  products  included  in  programs 
j developed  under  Public  Law  480,  Fruit  items  have  been  mentioned  in  the  course  of 
; negotiations  with  some  countries,  and  some  limited  quantities  of  fruits  may  be 
I exported  under  such  progranis  during  the  1955-56  crop  season. 


Section  402  of  the  Mutual  Security  Act  of  1954 

The  program  under  which  most  United  States  fruit  items  have  been  imported 
into  the  United  Kingdom  is  that  administered  by  the  ICA,  In  1953-54^  importation 
of  $10  million  worth  of  surplus  United  States  fruits  and  fruit  'products  was 
authorized  under  Section  550  of  the  Mutual  Security  Act  of  1953.  A similar 
program  authorized  under  Section  402  of  the  Mutual  Security  Act  of  1954  provided 
funds  for  the  importation  of  about  $15  million  vrarth  of  surplus  United  States 
fruits  and  fruit  products.  Currently,  som.e  $20  million  has  boon  sot  aside  for 
the  importation  of  fresh  and  processed  United  States  fruit  items  into  the  United 
Kingdom,  Those  programs  provide  for  defense  expenditures  by  foreign  countries 
and  include  the  proviso  that  part  of  the  funds  should  bo  furnished  in  terms  of 
surplus  agricultural  commodities  rather  than  dollars. 


Tree  Nuts 

The  United  States  produces  betvrcen  l/4  and  1/5  of  the  world's  commercial 
production  of  edible  tree  nuts  3^/,  The  United  States  is  the  sole  commercial 
producer  of  pecans  in  the  world,  uver  3/5  of  the  vrorld's  v;alnuts  are  grown  in 
the  United  States,  the  balance  being  produced  principally  by  Franco  and  Italy, 
and  to  a lessor  extent  by  Turkey  and  Yugoslavia,  About  15  percent  of  the 
almonds  arc  grown  in  the  United  States,  \d.th  the  balance  produced  in  the 
Mediterranean  area,  chiefly  Italy  and  Spain.  Less  than  10  percent  of  the  world 
filbert  output  is  produced  in  this  country;  Turkey  is  the  main  producer;  Italy 
and  Spain  and  the  United  States  contribute  the  remainder.  Cashew  nuts  from 
India  and  Mozambique,  Brazil  nuts  (from  Brazil),  and  pistachios  from  the 
Mediterranean,  contribute  the  balance  of  the  world's  tree-nut  supplies.  In 
normal  years,  imports  of  tree  nuts  into  the  United  States  average  between  75  '^-nd 
80  percent  of  the  total  United  States  tree-nut  production, 

lyonly  almonds,  Brazil  nuts,  cashews,  filberts,  pecans,  pistachios  and  walnuts 
. are  considered  here , 
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Section  22  Activities 


Section  22  of  tho  Agricultural  Marketing  Agrooment  Act  of  1937;  as  amerded, 
provides  a racans  for  limiting  imports  of  agricultural  commoditios  if  they  offset 
regulations  established  under  programs  of  the  Department. 

For  example,  it  would  be  difficult  if  not  impossible,  to  improve  returns  to 
walnut  producers  by  limiting  sales  of  domestic  v;alnuts  if  unrestricted  imports 
offset  the  reduction  in  domestic  supplies  as  a result  of  the  program. 

Since  the  1951  season,  there  have  been  limitations  upon  tho  im.ports  of 
almonds  or  imports  of  almonds  and  filberts  each  season.  These  limitations  have 
usually  been  established  in  tho  form  of  a quota  foe,  i.e,,  a foe  has  been 
imposed  upon  all  imports  above  an  established  quantity. 

At  tho  present  time,  there  are  no  quota  fees  for  these  items.  Marketing 
conditions  in  prospect  for  the  1955-56  year  arc  such  that  no  recommendations  for 
such  action  have  been  made  by  tho  Department , 


Export  Outlets  for  Vegetables 

A very  large  portion  of  all  fresh  vegetable  exports  arc  to  Canada.  The 
next  most  important  customer  is  Cuba,  There  arc  no  dollar  or  exchange  problems 
with  these  countries.  A very  small  volume  of  fresh  vegetables  are  shipped  to 
Venezuela,  Mexico,  and  the  Central  American  countries.  Exports  of  fresh  and 
frozen  vegetables  have  shovmi  substantial  increases  in  recent  years.  Further 
increases  can  be  expected,  if  prosperity  and  population  increases  in  Canada 
continue , 

Exports  of  canned  vegetables  arc  relatively  insignificant  when  compared  to 
tho  total  pack.  The  principal  export  items  are  tomato  juice,  tomato  paste  and 
puree,  asparagiis  and  peas,  listed  in  the  order  of  importance.  Canned  vegetables 
are  exported  to  a largo  number  of  countries.  The  same  problems  on  import 
controls  and  restrictions  that  European  countries  apply  to  processed  fruits  also 
apply  to  processed  vegetables. 


Vegetable  Imports 

Most  of  tho  imported  fresh  vegetables,  except  potatoes,  originate  in  Mexico 
and  Cuba  during  tho  winter  months.  Fresh  tomatoes  from  Mexico  are  usually  the 
largest  in  volume,  follox^od  by  rutabagas  from  Canada,  poppers  from  Mexico,  and 
cucumbers  from  Cuba.  Onions  from  Chile  and  Egypt  may  become  important  in 
seasons  v;hcn  United  States  prices  are  unusually  high,  Potato  trado,  mostly 
bctvrccn  tho  United  States  and  Canada,  generally  balances  out  at  2,5  to  3 million 
bushels  annually.  However,  during  short  crop  years  in  either  country,  imports 
to  the  country  vri.th  tho  smaller  crop  may  reach  5 million  bushels. 
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^ THE  OUTLOOK  FOR  TOBACCO  FOR  1956  ^ 


About  three -fourths  of  a million  growers  in  this  country,  together  with 
their  families,  depend  on  tobacco  for  a substantial  part  of  their  cash 
income.  Cash  receipts  to  growers  from  tobacco  have  totaled  about  1.1  to 
1.2  billion  dollars  a year  for  the  last  several  years  and  will  again  be 
within  this  range  this  year.  Surpluses  have  developed  and  cutbacks  in 
acreage  allotments  and  production  will  mean  lower  income  to  many  producers 
of  tobacco  in  1956  than  would  be  possible  if  recent  levels  of  production 
were  marketed  with  the  support  program. 

The  many  different  types  of  tobacco  grown  in  this  coimtry  have  multiple 
uses  and  outlets,  both  domestic  and  foreign,  and  the  demand  prospects  tend 
to  vary  somewhat.  Roughly  three-fourths  of  the  total  volume  of  the  combined 
domestic  types  (proportions  vary  by  types)  is  used  by  United  States  manu- 
facturers of  cigarettes,  cigars,  smoking  tobacco,  chewing  tobacco,  and 
snuff.  The  remaining  one-fourth  (varying  percentagewise  by  types)  is 
exported  to  foreign  countries  to  be  used  there  in  various  tobacco  products. 

Cigarettes  require  by  far  the  largest  quantity  of  tobacco- -utilizing  flue- 
cured,  burley,  Maryland,  and  also  imported  oriental  types.  Cigarette 
output  in  the  United  States  is  expected  to  total  approximately  415  billion 
this  year- -about  3 percent  higher  than  in  1954  but  still  nearly  5 percent 
below  the  peak  1952  figure.  Cigarette  consumption  is  expected  to  malce 
further  gains  in  1956.  The  prospective  continued  high  levels  of  economic 
activity  and  consumer  incomes  are  favorable  factors.  However,  many  con- 
sumers are  having  to  pay  higher  prices  for  cigarettes.  Of  the  4l  States 
taxing  cigarettes,  12  increased  the  rate  of  tax  during  1955*  Manufacturers 
increased  prices  of  most  leading  king  size  brands  in  April  1955*  Also, 
smokers  switching  to  filter  tip  cigarettes  from  the  nonfilter  tips  pay  more 
per  pack.  Filter  tip  cigarettes  are  indicated  in  various  iinofficial  sources 
to  have  increased  significantly  above  last  year  and  to  be  about  one-fifth  of 
total  output.  Present  law  provides  for  a reduction  in  the  Federal  tax  rate 
on  cigarettes  as  of  April  1,  1956.  Assuming  the  reduction  goes  into  effect 
and  is  reflected  in  retail  prices,  cigarette  purchasers  would  pay  1 cent 
less  per  pack  following  that  date.  However,  based  on  past  experience, 
changes  in  aggregate  cigarette  consumption  in  response  to  changes  in  income 
and  prices  have  tended  to  be  fairly  small. 

Only  slight  gains  in  cigarette  consumption  are  resulting  from  population 
increases  because  of  the  age  structure.  The  number  of  people  aged  l8 
through  54  is  increasing  annually  by  only  about  one -half  of  1 percent. 

The  number  in  the  15  to  1?  year  and  the  55  years  and  over  age  brackets  is 
increasing  about  2 percent  annually  but  the  proportions  of  smokers  and 
rates  of  smoking  are  lower  in  these  age  groups. 

Cigar  manufacture  utilizes  domestic  wrapper,  binder,  continental  and 
Puerto  Rican  filler,  and  also  imported  cigar  tobacco.  Total  cigar  con- 
suiDption  in  1955  is  expected  to  be  6.1  billion--about  1 l/2  percent  above 
1954  and  probably  the  largest  since  1930.  With  the  expected  continuation 
of  favorable  levels  of  consumer  income  in  1956,  cigar  consumption  should 
continue  above  the  6-billion  level  in  the  year  ahead.  Manufacturers' 
prices  of  cigars  have  been  comparatively  stable  for  several  years. 
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The  19!^;^  output  Oi  sjnoKlng  tobaccO“-a  secondary  jutiet  of  some  signif- 
icance particuiarly  for  hurley- -is  estimated  at  about  84  million  pounds 
or  about  one-half  million  more  than  in  195^-  This  contrasts  vith  the  down- 
trend averaging  51/2  percent  annually  from  1950  to  195^*  The  195^  out- 
put of  smoking  tobacco  seems  likely  to  remain  near  the  1955  level.  With 
consumer  incomes  remaining  at  favorable  levels,  there  is  little  likelihood 
that  any  sizable  number  of  smokers  will  shift  to  sm.oking  tobacco  for  pipes 
and  "roll  your  own"  cigarettes. 

The  1955  output  of  chewing  tobacco- -utilj.zing  dark  air-cured,  hurley,  and 
cigar  tobacco--is  estimated  at  79  l/2  million  poiuids  or  abot  2 million 
below  1954  and  the  smallest  this  century.  Since  1950^  "the  average  annual 
rates  of  decline  for  plug  and  scrap  (90  percent  of  the  total)  have  been 
about  21/2  and  about  1 1/2  percent,  respectively.  A gradual  decline  is 
likely  to  continue. 

The  1955  output  of  snuff- -utilizing  mainly  fire-cured  tobacco- -is  expected 
to  be  near  39  million  pounds,  about  one-helf  million  more  than  in  1954. 
Approximately  the  same  volume  is  likely  in  1950.  Output  of  snuff  in  the 
past  10  years  has  been  rather  stable  although  with  some  easing  from  the 
postwar  high  reached  in  1949  to  the  low  of  195^1- • Manufacturers  advanced 
snuff  prices  about  2 percent  last  Angvist—the  first  change  in  the  last 
few  years. 

Total  exports  of  unmanufactured  tobacc^  during  the  1955-58  marketing  year 
are  expected  to  be  around  I5  percent  above  the  51^  million  pounds  (farm- 
sales  weight)  in  1954-55 • The  major  increase  in  3-955-58  tobacco  exports 
will  be  flue-cured,  which  generally  accounts  for  over  four-fifths  of  the 
total  shipped  from  the  United  States.  The  major  factor  contributing  to 
the  increase  is  the  program  providing  for  acceptance  of  foreign  currencies 
for  surplus  sales  under  certain  conditions.  Also,  the  level  of  exports 
is  being  favored  by  the  high  levels  of  economic  activity  in  important 
importing  nations  and  the  improvement  during  the  past  year  in  foreign  gold 
and  dollar  assets  for  several  countries.  Although  gold  and  dollar  reserves 
of  the  United  Kingdom  declined  during  the  past  year,  they  are  expected  to 
strengthen  in  the  period  ahead.  Even  though  1955-58  exports  will  be  sig- 
nificantly above  195^-55;  the  uptrend  in  the  production  of  tobacco  in 
foreign  countries  is  expected  to  continue  and  to  offer  strong  competition 
to  United  States  tobacco  seeking  overseas  markets . 

The  1955-58  disappearances  of  the  two  principal  cigarette  tobaccoS“-flue- 
cured  and  the  burley--are  expected  to  be  largtt  and  for  most  other  kinds, 
should  be  almost  the  same  as  in  1954-55*  However,  supplies  of  most  kinds 
of  tobacco  are  very  large  in  relation  to  prospective  disappearances. 

The  1955-58  total  supply  of  flue -cured  is  exceedingly  large  due  to  a 
record  carryover — 7 percent  above  last  year- -and  a record  crop- -15  percent 
above  last  year.  Indicated  yields  per  acre  for  1955  average  about  one- 
sixth  greater  than  the  previous  record  high  in  1950.  The  flue-cured  carry- 
over in  mid-1958,  reflecting  the  excess  of  uhis  year's  crop  over  probable 
disappearance,  will  rise  to  a new  peak--about  10  percent  above  the  mid- 
3-955  carryover.  The  Department  announced  a 12-percent  cut  in  the  1958 
allotments  on  July  1.  Since  then  the  huge  size  of  the  current  crop  became 
apparent  and  leaders  from  the  flue-cured  area  have  indicated  they  believe 
a further  cut  is  needed  in  next  year's  allotment.  This  would  require 
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legislative  action  by  Congress,  Flue~cured  auction  marketings  are  near- 
ing completion  and  auction  prices  for  the  season  through  mid-November 
averaged  about  52  cents  per  pound — nearly  the  same  as  a year  earlier. 

The  1955  crop  support  level  is  I;8,3  cents  per  pound  and  placements  under 
Government  loan  were  heavy— about  one-fifth  of  total  marketings. 

The  1955-56  total  supply  of  burley  is  about  the  same  as  the  record  high 
level  of  a year  ago*  The”Tncrease  in  carryover  approximately  offsets 
the  decrease  in  production  this  year  compared  with  last®  The  1955  burley 
allotments  and  acreage  were  cut  nearly  one-fourth  below  19$h  but  indi- 
cated yields  per  acre  this  year  average  close  to  last  year’s  record  high, 
Burley  growers  will  vote  in  December  on  whether  to  continue  quotas  on 
the  next  three  crops,*  The  announced  1956  burley  acreage  allotment  is 

the  1955  allotment  and  with  yields  probably  averaging 
under  tho  highs  of  the  last  2 years,  1956  burley  production  will  be 
lower  than  in  19555'  Burley  auction  markets  opened  on  November  29*  The 
support  level  at  U6,2  cents  per  pound  is  one-fifth  of  a cent  lower  than 
in  19514*  Last  season,  one-third  of  the  big  195U  crop  was  placed  under 
Government  loan.  The  average  price  received  by  growers  for  the  19514 
crop  was  149*8  cents— 5 percent  less  than  in  the  preceding  season. 

The  1955-56  total  supply  of  fire-cured  tobacco  is  about  3 percent  larger 
^an  for  19514-557  The  19FF  crop  is  1;'  percent  larger  than  19514  because 
of  the  record  high  yields  per  acre.  The  1955  acreage  allotments  were 
cut  10  percent  below  1954*  Carry'Over  increased  relatively  little* 

Growers  of  fire-cured  tobacco  voted  last  December  to  continue  quotas  in 
effect  on  their  1955j  1956,  and  1957  crops.  The  announced  1956  allotment 
for  fire-cured  is  the  1955  allotment*  The  1955  price 

support  level  (computed  at  75  percent  of  the  burley  support)  is  3l4*6  cents 
per  pound--one-fifth  of  a cent  lower  than  last  season.  Government  loan 
stocks  of  these  types  are  relatively  large.  The  marketings  of  Virginia 
fire-cured  tobacco  began  on  November  28  and  for  Kentucky-Tennessee  types, 
usually  during  early  January, 

The  1955-56  total  supply  of  dark  air -cured  and  sun-cured  tobacco  is  more 
than'~ll  pers}ent  larger  tHan  for  1955-56  an5  aEove  any  postwar  year.  The 
1955  production  of  Kentucky-Tennessee  dark  air-cured  is  only  slightly 
lower  than  last  year  even  though  there  \ja.s  a 10-percent  cut  in  acreage 
allotments i Per  acre  yields  are  indicated  to  be  at  record  or  near  record 
highs.  The  1955  allotment  of  the  relatively  smaller  Virginia  sun-cured 
was  about  the  same  as  195U  and  production  of  this  type  increased  largely 
because  of  heavier  yields*  The  combined  carryover  of  these  types  rose 
about  7 percent  above  a year  earlier*  Growers  of  Kentucky-Tennessee 
dark  air-cured  tobacco  voted  last  December  to  continue  quotas  in  effect 
on  their  1955,  1956,  and  1957  crops*  Growers  of  Virginia  sun-cured  vrill 
vote  this  December  on  whether  to  continue  quotas  on  their  next  three 
crops*  The  announced  1956  allotment  for  Kentucky-Tennessee  dark  air- 
cured  is  the  1955  allotment  while  for  sun-cured, 

allotments  remain  about  the  same.  The  1955  price  support  level  for  these 
types  (computed  at  66  2/3  percent  of  the  burley  support)  is  30,8  cents 
per  pound — one-tenth  of  a cent  lower  than  last  season*  Government  loan 
stocks  of  dark  air-cured  tobacco  are  substantial.  The  marketings  of 
these  types  (35  and  36)  will  begin  on  December  5 and  6, 
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I'he  supply  of  Maryland  tobacco  is  estimated  to  be  approximately 

as  large  as  last  year.  Although  this  year's  crop  suffered  losses  from 
s-torms  and  is  indicated  to  be  one-sixth  smaller  than  in  1954,  the  increase 
in  carryover  offsets  this.  Marketing  quotas  have  not  been  in  effect  on 
the  1954  and  1955  crops.  Growers  will  vote  in  December  on  marketing 
quota's  for  the  next  three  crops . If  quotas  are  not  approved  by  growers 
this  year,  no  proclamation  of  quotas  applicable  to  the  1957  aud  1958 
crops  can  be  made  unless  the  Secretary  of  AgricuJ.ture  is  petitioned  by 
at  least  one-fourth  of  the  producers  to  do  so.  Maryland  growers  received 
an  average  of  39  l/2  cents  per  pound  for  the  1954  crop  auctioned  this 
past  spring  and  suimaer.  This  was  about  one-fourth  less  thaii  in  the 
previous  season  and  the  lowest  since  1942. 

The  1955-58  supply  of  continental  cigar  filler  is  about  2 percent 
above  195^-55  due  to  the  increase  in  carryover  which  more  than  offsets 
the  decrease  in  this  year's  production.  The  supplies  of  Puerto  Rican 
filler  are  significantly  greater  than  a year  ago  due  to  increased  stocks. 
Intended  Puerto  Rico  acreage  (to  be  harvested  mostly  in  the  first  quarter 
of  1958)  is  about  8 percent  lower  than  last  season's  harvested  acreage. 

The  1955-58  supply  of  the  cigar  binder  types  is  about  3 l/2  percent 
smaller  than  for  19^-55  • Storms  and  floods  reduced  the  outturn  of  the 
Connecticut  Vadley  types  below  that  expected  earlier  and  dry  weather 
reduced  the  Northern  Wisconsin  crop.  Also,  the  carryovers  are  lower  than 
a year  ago  except  for  Connecticut  Valley  broadleaf . Growers  of  cigar 
binder  are  concerned  as  to  the  potential  impact  of  the  teclinological 
development  Imown  as  manufactured  "binder  sheet."  This  can  be  made  from 
whole  leaves  including  stems  and  contains  nontobacco  materials  a.s  well. 
Also,  there  may  be  implications  from  the  staiidpoint  of  the  character- 
istics that  are  usually  considered  in  connection  with  quality. 

Marketing,  quotas  on  the  1954,  1955^  an<3  1958  crops  of  the  cigar  binder 
and  Ohio  filler  t;^'pes  were  approved  by  growers  in  the  fall  of  1953* 

The-  announced  1958  allotment  for  these  tj'pes  is  the 

1955  allotment.  In  previous  years,  Pennsylvania  growers  of  filler 
tobacco  have  consistently  rejected  a marketing  quota.  They  will  vote 
again  in  December  on  quotas  applicable  to  the  next  three  crops.  If 
quotas  are  disapproved,  no  proclamation  with  respect  to  the  1957  and 
1958  crops  can  be  made  unless  the  Seciretary  is  petitioned  by  at  least 
one-fourth  of  the  growers  to  do  so. 

The  cigar  filler  and  binder  tj'pes  under  marketing  quotas  receive  price 
support  at  90  percent  of  parity.  The  1955  price  suppoi-t  levels  of  the 
individual  types  vary  only  a fraction  of  a cent  from  last  season's. 

The  1955-58  supply  of  shade -groxm  cigar  wrapper  is  a.bout  4 percent 
smaller  than  for  195^-55*  Storm  and  flood  damage  reduced  the  size  of 
the  Connecticut  Valley  crop  and  its  production  is  estimated  over  11  per- 
cent below  last  year.  The  Georgia-Florida  shade -grovm  wrapper  crop  is 
only  slightly  below  1954.  The  carryover  of  shade -groi-ai  ^n'apper  is  close 
to  that  of  a year  earlier. 
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Acreage,  Yield,  Price  per  Pound,  Farm  Value,  Production, 
Stocks,  Supply,  and  Disappearance  of  Specified  Types,  19^5-55 

FLUE -CURED  TOBACCO,  TYPES  11-14 
(July-JiAne  Marketing  Year) 


Year: 

Acreage 

Harves- 

ted 

Yield:Price 

per  : per 
Acre  -.Pound 

; Farm 
: Value 

: Carry- 
Pro-  :over 

duction  : Stocks 

: Total  : 

: Supply: 

Disappearance 

Total  Exports  Other 

1,000 

Million 

;■ 

Acres 

Pounds 

Cents 

Dollars 

"Mil 

lion  i 

’ 0 u n c 

L s 

19^5 

1,078.7 

1,088 

511.5 

1,173.5 

1,126.3 

2,299.8 

1,152.4  485.1 

667.3 

1946 

1,188.8 

1,137 

48.3 

653.4 

1,352.0 

1,147.4 

2,499.4 

1,212.6 

553.4 

659.2 

1947 

1,161.2 

1,135 

41.2 

542.8 

1,317.5 

1,286.8 

2,604.3 

1,054.1 

359.3 

694.8 

1948 

883.8 

1,233 

49.6 

541.0 

1,089.6 

1,550.2 

2,639.8 

1,101.6  382.1 

719.5 

1949 

935 

1,191 

47.2 

525.5 

1,114.5 

1,538.2 

2,652.7 

1,168.2  438.9 

729.3 

1950 

958.4 

1,312 

54.7 

688.3 

1,257.3 

1,484.5 

2,741.8 

1,184.3  427.7 

756.6 

1951 

1,110.1 

1,309 

52.4 

760.9 

1,452.7 

1,557.5 

3,010.2 

1,279.4 

502.2 

777.2 

1952 

1,111.3 

1,229 

50.3 

686.7 

1,365.3 

1,730.8 

3,096.1 

1,244,2 

4l6.0 

828.2 

1953 

1,021.8 

1,245 

52.8 

671.7 

1,272.2 

1,851.9 

3,124.1 

1,209.0  431.2 

777.8 

1954 

1,042.2 

1,261 

52.7 

692.4 

1,314.4 

1,915.1 

3,229.5 

1,172.9  428.8 

744.1 

19^^ 

994.3*  1.523* 

1,514.0* 

2,056.6 

3,570.6* 

FIRE -CURED 

TOBACCO, 

TYPES  21-23 

(October -September  Marketing  Year) 

1^ 

61.3 

951 

31.5 

18.4 

58.3 

131.8 

190.1 

85T0" 

i47.6 

37.4 

1946 

91.6 

1,189 

26.0 

28.3 

108.9 

105.1 

214.0 

70.6 

34.4 

36.2 

19^7 

83.8 

1,031 

29.5 

25.5 

86.4 

143.4 

229.8 

67.2 

-80.3 

36.9 

1948 

62.6 

1,170 

31.9 

23.4 

73.2 

162.6 

235.8 

77.8 

43.2 

34.6 

1949 

'60.7 

1,189 

29.8 

21.5 

72.2 

i58.o 

230.2 

65.3 

28.7 

36.6 

1950 

■52.9 

1,102 

31.2 

18.2 

58.3 

164.9 

223.2 

76.0 

39.3 

36.7 

1951 

•49.0 

1,215 

40.0 

23.8 

59.5 

147.2 

206.7 

59.8 

27.6 

32.2 

1952 

47.4 

1,228 

37.6 

21.9 

58.2 

146.9 

205.1 

58.8 

29.2 

29.6 

1953 

48.3 

1,013 

33.8 

16.5 

48.9 

146.3 

195.2 

61.2 

28.3 

32.9 

1954 

-52.0 

1,197 

37.8 

23.5 

62.2 

134.0 

.196.2 

59.0 

29.2 

29.8 

1955 

^48.0* 

1,351* 

64.8* 

137.2 

202.0* 

. V 

\ , 

BURLEY 

TOBACCO, 

TYPE  31 

(October -September  Marketing  Year) 

19^5 

512.3 

1,127 

39.4 

227.5 

577.2 

759.0 

1,336.2 

482.9 

35.3 

447.6 

1946 

489.0 

1,256 

39.7 

243.6 

6i4.o 

853.3 

1,467.3 

526.5 

49.9 

476.6 

1947 

__420 . 5 

1,153 

48.5 

234.9 

484.7 

940.8 

1,425.5 

523.2 

27.5 

495;.  7 

1948 

432.0 

1,396 

46.0 

277.4 

602.9 

902.3 

1,505.2 

530.9 

41.9 

489.0 

1949 

447.4 

1,253 

45.2 

253.0 

560.5 

974.3 

1,534.8 

534.6 

4l.O 

493,4 

1950 

408.3 

1,222 

49.0 

244.5 

499.0 

1,000.2 

1,499.2 

517.9 

30.0 

487.9 

1951 

456.1 

1,355 

51.2 

316.6 

618.1 

981.3 

1,599.4 

538.2 

31.5 

506.7 

1952 

463.5 

l,i+03 

50.3 

327.0 

650.1 

1,061.2 

1,711.3 

547.9 

28.9 

519.0 

1953 

419.7 

l,3i+5 

52.5 

296.4 

564.4 

1,163.4 

1,727.8 

529.6 

34.6 

495.0 

1954 

420.9 

1,585 

49.8 

332.5 

667.2 

1,198.2 

1,865.4 

517.5 

32.4 

485.1 

1955 

325.8* 

1,590* 

519.9* 

1,347.8 

1,865.7* 

^Estimated  Noveinber,  1955* 
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Acreage,  Yield,  Price  per  Pound,  Farm  Value,  Production, 
Stocks,  Supply,  and  Disappearance  of  Specified  Types,  19^5-55 


MARYIAilD  TOBACCO,  TYPE  32 
(October-September  Marketing  Year) 


Year 

:Acreage 

; Harve  s - 
: ted 

: Yield 
: per 
: Acre 

,:Price; 
: per  ; 
: Pound; 

: Farm  : 

: Value: 

: Carry-: 
Pro-  : over  : 

duction:  Stocks: 

Total  : 
Supply: 

Disappearance 

Total;  Exports  : 

Other 

1,000 

Million 

Acres 

Pounds 

Cents 

Dollars 

Mil] 

Lion 

P 0 u n 

d s 

19^5 

35.0 

525 

57.0 

10.5 

18.4 

52.2 

70.6 

30.3 

6.1 

24.2 

19^6 

50.0 

925 

44.5 

20.6 

46.2 

40.3 

86 .5 

34.0 

5.7 

28.3 

19h7 

47.5 

795 

42.8 

16.2 

37.8 

52.5 

90.3 

34.3 

7.3 

27.0 

19hd 

46.6 

750 

54.4 

19.0 

35.0 

56.0 

91.0 

37.0 

9.3 

27.7 

1949 

50.0 

825 

48.3 

19.9 

41.2 

54.0 

95.2 

35.4 

7.4 

28.0 

1950 

50.0 

800 

48.2 

19.3 

40.0 

59.8 

99.8 

35.5 

8.4 

27.1 

1951 

53.0 

785 

44.8 

18.6 

41.6 

64.3 

105.9 

33.3 

6.6 

26.7 

1952 

50.0 

805 

48.8 

19.6 

40.2 

72.6 

112.8 

40.2 

7.8 

32.4 

1953 

45.0 

900 

54.5 

22.1 

40.5 

72.6 

113.1 

36.4 

8.0 

28.4 

1954 

50.0 

850  . 

39.5* 

16.8* 

42.5 

76.7 

119.2 

35.1 

8.0 

27.1 

1955 

51.0* 

700* 

35.7* 

84.1 

119.8* 

DARK 

AIR -CURED  TOBACCO,  TYPES  35-37 

. 

(October-September  Marketing  Year) 

3W 

•44.1 

25.2 

11.0 

43.6 

6o:r^ 

104.0 

“133 

13.1 

30.5 

1946 

•40.8 

1,215 

22.5 

11.2 

49.6 

60.4 

110>0 

37.3 

7.6  - 

29.7 

1947 

35.3 

1,054- •- 

..25.8 

9.6 

3'7..2 

72.7 

109.9 

32,7 

6.4 

26.3 

19^8 

29.9  ■' 

1,165- c 28.7 

,10.0 

34.8 

77.2 

112.0 

37.5 

14.8 

22.7 

19^9 

31.9 

1,133 

28.2 

10.2 

36.2 

74.5 

110.7 

•29.9 

.6.2 

23.7 

1950 

28.7 

998 

24.6 

, ,.7.0 

28.6 

80.8 

109.4 

36.4 

10.3 

26.1 

1951 

26.5 

1,197 

34.3 

10,9 

31.7 

73.0 

104.7 

30.1 

8.2 

21.9 

1952 

26.3 

1,286 

31.6 

.10.7 

33.8 

74.6 

108.4 

29.3 

6.1 

23.2 

1953 

26.0 

1,022 

25.9 

6.9 

26.6 

79.1 

105.7 

29.9 

7.1 

22.8 

1954 

26.1 

1,325 

34.1 

. 11.8 

34.6 

75.8 

110.4 

29.5 

10.1 

19.4 

1955 

25.0* 

1,376* 

34.4* 

80.9 

115.3* 

CIGAR  FILLER  TOBACCO,  TYPES 

41-44 

-- 

(October-September  Marketing  Year) 

WT 

~Wo 

1,261’ 

34.0 

15.4 

45.4 

142.9 

188. 3 

59.5 

3.4 

56.1 

1946 

'39.0 

1,469 

32.9 

18.8 

57.2 

128.8 

186.0 

63.8  . 

-2.8 

61.0 

:947 

42.7 

1,419 

30.6 

18.5 

60 .6 

122.2 

182.8 

59.1  . 

1.5 

.57.6 

1948 

43.6 

1,566 

25.8 

17.6 

68.3 

123.7 

192.0 

60.1 

•7  i.;' 

'59A 

1949 

42.4 

1,542 

26.2 

17.1 

65.3 

131.9 

197.2 

53.4 

.7  : 

52.7 

1950 

44.6 

1,474 

25.2 

16.5 

65.7 

143.8 

209.5 

52.1 

.6 

51.5 

1951 

39.5 

1,594 

19.6 

12.4 

63.0 

AV-** 

220.3  - 

59.4 

.7 

58.7 

1952 

28.7 

1,550 

25.2 

11.2  . 

44.5 

161.0 

205.5. 

59.0 

.4 

58.6 

1953 

30.2 

1,468 

26.2 

11.6 

■ 44.3 

•146.5 

•190.8 

61.0 

.2 

60.8 

:95‘t 

32.4 

1,578 

26.6 

13.6 

51.1 

■"'1^.8 

180.9 

45.0 

.1 

44.9 

1955 

32.0 

1,531 

1 . 

•r*. 

49.0 

•135.9 

184.9 

^Estimated  November,  1955. 
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Acreage ; Yields  Price  per  Pound arm  Value,  Prodtiction, 
Stocks,  Supply,  and  Disappearance  of  Specified  Types,  19^5-55 

: CIGAR  BINDER  TOBACCO,  TYPES-'51-55  - 

(October-September  Marketing-Year),  ''' 


Year 

: Acreage 

: Yield 

; Price: 

-Carry-: 

; 

; Harve  s - 

: per 

: per  : 

Farm  : 

Pror  : 

over  : 

Total  : 

disappearance 

: ted 

: Acre 

: Pound: 

Value: 

duct ion: 

Stocks: 

Supply: 

Total: 

Exports; 

; Other 

1,000 

Million 

Acres 

Pounds 

Cents 

Dollars 

Mill 

ion 

P 0 u n 

d s 

1945 

El,  8 

1,51a 

“48.0 

30.5 

”6375 

102.3 

165.8  " 

62.3 

3.4 

58.9 

1946 

48.8 

1,519 

52.6 

39.0 

74.1 

103.5 

177.6 

53.9 

2.8 

51.1 

1947 

46.4 

1,495 

43.8 

30.3 

69.4 

123.7 

193.1 

67.3 

4.3 

63.0 

1948 

39.7 

1,524 

4l,l 

24.8 

60.5 

125.8 

186.3 

63.1 

11.1 

52.0 

1949 

39.5'' 

1,561 

36.0 

22 ,2  , 

,61.7 

123.2 

184.9 

49.8 

3.4 

46.4 

1950 

42.0  "■ 

C 0 

' 1,547 

35.8 

23.2 

65.0 

135.1  ' 

200.1 

57.6 

2.8 

54,8 

1951 

31.7 

1,572 

38.1 

19 :6 

49.8 

142.5 

192.3 

57.5 

2.9 

54.6 

1952 

30.7 

^1,532 

38.6 

18  ,.2 

47.0 

134.8 

i8i;8 

56.6 

3.9 

52.7 

1953 

29.3  ■ 

' 1,617 

44.7 

2i;.'2  ■ ‘ 

47.4 

125.2 

172.6 

52.8 

2.1 

50.7 

1954 

29.2 

1,634 

39.9 

19'.  1 

47.7 

119.8 

50.6 

1.6 

49.0 

1955 

31.2 

1,430 

44.6 

116.9 

161.5 

SEADE  -GROWN 

1 

TOBACCO, 

TYPES  61-62 

• ‘1  - 

(July -June 

Marketing  Year) 

■-7,e  p. 

1945 

11.2)  r 

1,001  ^ 

^209.0 

23.4 

11.2  . 

14,7 

25.9 

12.3 

1946 

12.5  f 

1,000 

234.0 

29.3 

12'';  5 

13.6 

26."! 

12.7 

1947 

13.6 

992  4 

.296.0 

39 --9 

i3;5 

.'13 -4 

26v9 

12.4 

1948 

15.1 

998 

274.0 

41.3 

1571 

14.5 

29.6 

13.0 

(2.5) 

(10.5) 

1949 

15.6 

1,108 

201.0 

34.8 

17.3 

16.6 

33.9 

•14.5 

3.7 

10.8 

1950 

13.7 

1,130 

203.0 

31.4 

15.5 

19.4 

34.9 

i4.9 

3.6 

11.3 

1951 

13.6 

1,098 

194.0 

28.9 

14.9 

20.0 

34.9 

13.7 

3.6 

10.1 

1952 

13.1 

1,124.. 

-I98.O 

29.2 

14.7 

21.2 

35.9 

16.6 

4.4 

12.2 

1953 

12.3 

1,203 

20270 

■29.9 

14.8 

19.3 

34.1 

15.9 

3.7 

12.2 

1954 

13.0 

1,2643 

-207f0 

34.0 

16.4 

18.2 

34.6 

16.6 

4.2 

12.5 

1955 

12.9* 

1,171* 

15.1* 

18.0 

3311*^ 

^Estimated  November,  1955.  7 uv. 
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Production  of  Manufactured  Tobacco  Products,  Cigars,  and  Cigarettes, 
and  Removals  of  Cigarettes  for  Specified  Periods 


Production 

Cigarettes  removed 

Period 

Plug  : 

twistj  Scrap 

Smoking 

Snuff 

Large  Cigar- 

from  factories 

Tax-paidi/  Tax-free^/ 

and  ; chev- 
f ine  ing 

cut  ; 

cigars  j ettes 

■Million  pounds Millions 


C alendar 
year 

1935-39 

average 

1940-41+ 

67.6 

43.8 

195.3 

37.3 

5,142 

164,236 

157,048 

7,245 

average 

65.3 

47.9 

176.2 

^ 40.7 

5,558 

256,917 

223,542 

33,312 

19li-5.... 

70.4 

47.7 

168.5 

• 43.8 

5,374 

332,165 

267,202 

64,999 

191+6 

61.3 

46.1 

106.4 

39.4 

5,747 

350,038 

321,727 

30,670 

19I+7.... 

56.3 

42.2 

104.7 

39.2 

5,612 

369,683 

335,413 

34,277 

1948 

54.2 

42.1 

107.6 

40.8 

5,788 

386,826 

348,509 

38,691 

1949.... 

50.2 

39.6 

108.1 

40.9 

5,603 

384,962 

351,809 

33,223 

1950.... 

48.4 

39.0 

107.7 

I 4o.o 

5,558 

391,956 

360,198 

31,816 

1951.... 

47.3 

39.1 

101.3 

39.5 

5,774 

418,802 

379,725 

38,913 

1952.... 

46.7 

38.2 

96.8 

38.8 

6,026 

435,547 

394,107 

40,019 

1953.... 

45.6 

38.1 

86.6 

39.1 

6,122 

423,070 

386,825 

37,010 

1954.... 

44.9 

36.6 

83.7 

38.5 

6,028 

401,855 

368,624 

33,203 

19551/ 

✓ 

43.5 

36.0 

84.0 

39.0 

6,061 

415,000 

383,000 

32,000 

T7  For  domestic  consumption. 

2/  Commercial  exports  and  shipments  to  the  armed  forces  overseas. 
3/  Estimated  Ilovember,  1955* 
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: VJOKLD  TOBACCO  PRODUCTION  AND  TRADE  WITH  SPECIAL 

EMPHASIS  ON  FACTORS  AFFECTING  U.  S.  EXPORTS 

Background 

World  tobacco  production  during  this  century  has  been  stimulated  by  an  increase  in 
cigarette  consumption.  In  most  countries,  cigarette  consxjir^jtion  is  still  rising 
partly  at  the  expense  of  other  tobacco  products.  Consumers'  preference  for 
cigarettes,  especially  cigarettes  containing  a high  percentage  of  light  tobaccos, 
has  resulted  in  a much  more  important  position  for  such  tobaccos  in  world  production 
and  trade . 

In  the  immediate  prewar  period,  production  of  flue -cured,  Burley  and  oriental.,  the 
principal,  light  types  .entering  world  trade,  accounted  for  about  one -third  of  the 
total  world  crop.  During  195^ ^ however,  these  same  types  amounted  to  more  than  50 
percent  of  world  production. 

Generally  favorable'  prices  for  United  States  cigarette  leaf  during  the  postwar 
period  have  been  influential  in  making  the  growing  of  tobacco  more  attractive 
in  such  countries  'as  Southern  Rhodesia,  Canada  and  India.  Other  factors  which 
have  stimulated  production  of  light  tobaccos,  including  oriental  leaf,  in  foreign 
countries  are  preferential  tariffs,  guaranteed  purchase  arrangenBnts,  bilateral 
trade  agreements,-  state  trading  and  strict  control  over  allocations  of  dollars 
for  tobacco  purchases . 


_ FLUE-CURED  TOBACCO: 

y.  S.  FACES  INCREASING  COMPETITION  FROM 
FOREIGN  PRODUCTION  AND  EXPORTS 

World  ProductiofTand  Exports  of  Flue-Cured  Tobacco  (FARM  SALES  WEIGHT) 


U.  S.  OTHERS  U.  S.  OTHERS  U.  S.  OTHERS  U.  S.  OTHERS  U.  S.  OTHERS 


1935-39  AV.  1947-51  AV.  1952  1953  1954  ■ - 

USDA  , FAS-NEG.  664 


Prepared  in  the  Tobacco  Division,  Foreign  Agricultural  Service,  “U^“ 
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The  changes  in  production  are  reflected  in  the  pattern  of  international 
trade.  Exporters  of  light  cigarette  tobaccos  have  expanded  their  marl^ets, 
while  cigar  and  dark  tobaccos  have  become  much  less  important  than  in  prewar. 
This  trend  is  reflected  in  the  level  of  movement  from  the  principal  tobacco- 
exporting countries.  Export  trade  of  the  United  States,  Southern  Rhodesia, 
Canada,  India,  Tiirkey  and  Greece  is  larger  than  in  prewar.  Uorld  exports  of 
cigar  and  dark  leaf,  included  together,  are  less  than  in  prewar. 

Tobacco:  Estimated  world  production  harvested  in  calendar  year  195^  with 


comparisons,  by  types  - farm  sales  weight 


Kinds 

Aver? 

1935-39 

ige 

1947-51 

1953 

1954 

1935-39:  1954 

Percent: Percent 

1,000 

pounds 

1,000 

pounds 

1,000 

pounds 

1,000 

pounds 

Percent: Percent 

Flue-cured  :l,26l,69U:  2,024,010:  2,306,739  :2,48l,04l:  19-3  : 32.0 

Burley  (liglit 

air-cured)  : 338,752:  6o8,960:  639,945  : 659,150:  5-2  : 8.5 


Other  light 


air- 

ci-red 

121,074: 

128,504: 

136,018  ; 

128,463:  : 

Lighi 

si,m-cured 

680,667: 

741,910: 

684,360  : 

712,436:  : 

Dark 

air-cured 

3,105,681: 

2,616,930: 

2,563,569  : 

2,664,918:  : 

Dark 

ST-in-cured 

185,654: 

246,669: 

217,151  : 

233,929:  : 

Fire- 

cured 

162,489; 

151,958; 

110,251  : 

116,782; 

Oriental 


(Turkish)  and 
Semi -Oriental 

: 649,639:  727,302;  807,527  : 

755,715:  10.0  : 

9.7 

Total 

•.6,513,933:  7,257,971:  7,465,560 

7,752,484:  : 

Uorld  exports  of  unmanufactured  tobacco,  average 
(Million  pounds  - export  weight) 

1935-39;  annual  1950-54 

Covuitry 

; Average  ; ; ; 

! 1935-39  ’:  1950  : 1951  : 

1952  ; 1953  1/  i 

1954  1/ 

United  States 

421 

478 

522 

396 

519 

454 

Southern  Rhodesia 

19 

89 

67 

90 

81 

100 

India  2/ 

44 

89 

109 

83 

71 

74 

Canada 

17 

27 

29 

39 

28 

32 

Greece 

98 

57 

69 

91 

108 

116 

Turkey 

76 

111 

127 

126 

158 

139 

Indonesia 

100 

28 

28 

28 

32 

43 

Dominicaii  Republic 

i4 

32 

35 

34 

21 

27 

Philippines 

37 

8 

l4 

26 

26 

22 

Brazil 

71 

81 

66 

67 

53 

62 

Cuba 

28 

27 

38 

4o 

36 

44 

All  others 

229 

173 

200 

158 

168 

180 

Total 

1,154 

1,200 

1,304 

1,178 

1,301 

1,293 

Percent  U.  S. 

36.5"" 

39.8 

40.0 

33.6 

39.9 

35.1 

1/  Pi'eliminary, 

^ Fiscal  year  beginning  April  1 of  year  shown. 
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The  changes  in  production  am  reflected  in  the  pattern  of  international 
trade.  Exporters  of  light  cigarette  tobaccos  have  expanded  their  markets, 
while  cigar  and  dark  tobaccos  have  become  much  less  important  than  in  prewar 
This  trend  is- reflected  in  the  leve.l  of  movement  from  the  principal  tobacco - 
exporting  countries.  Export  trade  of  the  United  States,  Southern  Rhodesia, 
Canada,  India,  Turlcey  and  Greece  is  larger  than  in  prewar.  VJorld  exports 
of  cigar  and  dark  leaf,  included  together,  are  less  than  in  prev/ar. 

Tobacco  consumption  throughout  the  world  is  generally  larger  than  in 
prev^ar  years,  although  extremely  high  levels  of  taxation,  including 
tariffs,  on  tobacco  and  tobacco  products  have  been  retarding  factors. 

Imports  into  many  countries  are  also  larger,  although  not  in  proportion 
to  j.ncreases  in  consumption  levels,  because  of  stepped-up  production  in 
several  of  the  major  importing  countries.  The  United  States  has  been 
unable  to  regain  its  prewar  position  in  cigarette  leaf  exports  due  to 
restrictive  measures,  such  as  those  previously  mentioned,  erected  against 
it.  At  the  same  ti^j  the- United  States  has  held  by  far  the  largest  supply 

^of  the  types  of"' tobacco  in  greatest  demand.  Substantial  cuts  in  the  acreage 
of  United  States  tobaccos  have  been  made  in  recent  years,  and  further 
reductions  are  probable  in  view  of  the  supply-disappearance  ratio . Tobacco 
production  abroad,  however,  is  being  increased  in  a nvanber  of  countries 
O'  that  compete  with  us  in  world  trade . 

Cunrent  Outlook  for  U.  S.  Tobacco  Exports  -■ 

r 

•.Tobacco  e:^orts  during  the  fiscal  year  1955-56  are  expected  to  total  about 

.■530  milliop  pounds  (export  weight)  coinpared  with  k60  million  for  195^-55  • 
This  would  represent  an  increase  of  about  15  percent.  Exports  are  expected 
to  be  the  largest  since  the  early  postwar  period. 

Favorable  factors  that  will  affect  exports  include:  (l)  a much  larger 
movement  under  the  provisions  of  Public  Law  48o,  which  vrill  include  a 
substantial  carry-over  from  the  195^-55  fiscal  year  programs;  (2)  relatively 
low  stocks  in  relation  to  consumption  in  a nxmaber  of  foreign  outlets;  (3)  a 
generally  improved  gold  and  dollar  reserves  position  in  importing  countries; 
(h)  a higher  level  of  economic  activity  abroad;  (5)  increasing  consumption 
of  cigarettes  containing  high  percentages  of  U.  S.  leaf;  and  (6)  a record 
U.  S.  flue -cured  crop,  with  prices  slightly  below  those  for  the  195^  crop. 

On  the  imfavorable  side  are  continuing  increases  in  foreign  production, 
particularly  oriental  leaf,  in  the  important  exporting  countries  of  Greece 
and  Turkey.  Fl\ae-ciarOd  crops  in  Southern  Rhodesia  and  India  were  about 
the  same  in  1955  and  195^*  ^ severe  frost  in  Canada,  another  major 

producer  and  exporter  of  flue -cured  tobacco,  shaiply  reduced  the  1955 
crop . 


Public  Law  480 

Public  Law  480  was  enacted  primarily  for  the  piirpose  of  encouraging  export 
sales  by  accepting  foreign  currencies  in  payment  for  exports  above  normal 
dollar  purchases . Hot  only  is  there  a substantial  supply  of  tobacco  in 
the  United  States,  but  the  inability  of  many  coiontries  to  pay  in  dollars 
for  their  fioll  tobacco  requirements  makes  this  program  necessary,  if 
increased  amounts  of  leaf  are  to  be  moved  abroad  under  present  circumstances 
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Quantity  and  dollars  involved  under  the  P . L . 480 
program  for  tobacco  --  fiscal  year  195^-55 


Country 

Agreements  Signed 

Million  Pounds 

Million  Dollars 

France 

.8 

.65 

Pakistan 

' 3.6 

3.0 

United  Kingdom 

22.0 

15.0 

Japan 

6t2 

5-12 

Spain  1/ 

4,6 

2.3 

Finland 

3-8 

2.2 

Thailand 

2.6 

2.0 

Italy 

4.2 

3-2 

Austria 

.9 

.5 

Korea 

10.0 

4.62 

Israel 

.25 

.2 

Total 

58.95 

38.79 

1/  The  original  Spanish  agreement  included  9*0  million  po\inds  of  tobacco 
at  4.5  million  dollars,  but  this  was  subsequently  amended. 

Due  to  difficulties  in  completing  negotiations,  only  a little  more  than 
5 million  pounds  (export  weight)  moved  out  under  P.  L.  480  during  the  1954-55 
fiscal  year.  The  bulk  of  the  tobacco  provided  for  in  the  1954-55  program 
has  already  been  exported  during  the  period  Jxaly  1,  1955^  to  date,  and 
this  will  be  a most -important  factor  in  raising  the  level  of  exports 
during  1955-56. 

Prospects  are  favorable  for  agreements  during  fiscal  1955-56  covering 
quantities  at  least  equal  to  those  for  1954-55-  A number  of  countries 
that  did  not  sign  an  agreement  during  the  past  fiscal  year  have  expressed 
a keen  interest  in  having  a program  for  this  year. 

Factors  Affecting  U.  S.  Tobacco  Exports 

During  the  postwar  period.  United  States  exports  of  light  cigarette  tobaccos 
have  been  at  levels  considerably  above 'those  of  prewar.  Conversely,  total 
exports  of  dark  leaf  have  been  substantially  below  prewar.  There  appears  to 
be  no  reason  for  expecting  a reversal  of  this  situation,  since  the  world- 
wide consumption  trend  is  towards  tobacco  products  made  from  light  types 
of  leaf. 


n ' 
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United  States:  Exports  of  unmanufactured  tobacco  by  types,  calendar  years, 
averages  1935-39  and  1947-51-  annual  1953  and  1954 
(Export  Weight) 


Type 

Average 

1935-39 

Average 

1947-51 

1953  1/ 

1954  1/ 

million 

million 

million 

million 

pounds 

pounds 

pounds 

pounds 

Flue -cured  a. 

312.9 

388.1 

444.3 

374.8 

Burley 

10.6 

32.9 

25.0 

29.6 

Ky.-Tenn.  fire -cured 

49.0 

24.6 

19.5 

20.9 

Va.  fire-cured  2/ 

9.0 

6.0 

4.4 

4.0 

Maryland 

5.4 

7.3 

8.1 

8.7 

Green  River 

3.0 

1.7 

1.8 

2.1 

One  Sucker 

1.0 

3.1 

1.0 

.9 

Black  Fat,  etc. 

Cigar  Leaf: 

8.9 

4.7 

3.9 

4.5 

Wrapper 

- 

3.9 

3.4 

Binder 

- 

- 

3.1 

1.7 

Filler 

- 

- 

.6 

.2 

Total  Cigar  Leaf 

1.3 

9.8 

7.6 

5.3 

Perique  ; 

.1 

.1 

.1 

.1 

Trimmings,  Stems  co  Scrap 

19.6 

8.1 

3.0 

2.7 

Total 

420.8 

' 45674 

OTTT 

453T6  ^ 

l/  Preliminary. 

2/  Includes.  Virginia  sun-cured. 


Although  United  States  leaf  is  preferred  in  many  countries,  various  trade 
barriers  erected  by  foreign  countries  have  prevented  the  full  realization  of 
our  export  potential.  At  the  same  time,  these  barriers  have  encouraged  the 
export  and  use  of  tobacco  produced  in  other  countries.  Even  with  these 
handicaps,  exports  of  our  tobacco  to  most  countries  have  been  maintained 
at  levels  at  least  equal  to  prewar,  and  for  some  considerable  increases 
are  noted. 

In  the  latter  category  such  coxmtries  as  Germany,  the  lletherlands,  Australia, 
Switzerland  and  Denmark  should  be  included.  But  a number  of  other  countries 
in  the  Far  East,  including  the  Philippines,  Indonesia,  Japan  and  Thailand 
also  have  stepped-up  puirchases  of  United  States  tobaccos  since  the  end  of 
World  War  II. 

Increases  in  exports  to  the  countries  mentioned,  and  to  several  others 
less  important  in  the  over -all  picture,  have  more  than  offset  a substantial 
decline  in  exports  to  the  United  Kingdom,  and  the  elimination  of  Communist 
China  as  an  outlet . 


United  States:  Exports  of  unmanufactured  tobacco  by  major  markets,  calendar 
years,  averages  1935-39  and  1947-51]'  annual  1953  and  1954 

(Export  Weight) 


Country  of  destination 

Average 

1935-39 

Average 

1947-51 

1953  1/ 

1954  1/ 

million 

pounds 

million 

pounds 

million 

pounds 

million 

pounds 

United  Kingdom 

200.4 

177.8 

179.7 

150.0 

France 

20.6 

.9.0 

4.7 

-12.6 

Netherlands 

17.8 

33->* 

38.1 

38.1 

Spain 

2.8 

.1.5 

3.7 

3.3 

Ireland 

7.1 

17.6 

17.5 

14.0 

Belgium  and  Luxembourg 

12.5 

22.9 

12.4 

12.3 

Denmark 

4.9 

11.1 

11.8 

9.6 

Norway 

5.6 

7.9 

7,4 

7.6 

Portugal 

4.8 

8.7 

7.4 

7.3 

Switzerland 

4.3 

12.8 

11.9 

11.7 

West  Germany 

10.6 

49.2 

70.5 

43.4 

Sweden 

8.4 

12.4 

10.2 

9.6 

Japan  : 

5.3  rr 

.4 

9.5 

6,7 

Australia 

19.9 

20.3 

26.7 

28.2 

India 

2.9 

7.5 

1.2 

1.3 

Egypt 

1.3 

3.7 

5.6 

5.7 

Mexico 

.2 

1.5 

2.8 

5.9 

Philippine  Republic 

1,4 

7.6 

20.9 

19.5 

New  Zealand 

3.0 

5.8 

5.8 

6.6 

Indonesia 

2.2 

6.5 

13.0 

10.3 

China 

49.1 

14.3 

- 

- 

Others 

35.7 

54.5 

57.9 

49.9 

•-  i'Total 

420.  S 

j J 

486.4 

453.6 

l/  Preliminary 


■■•iCountry  Markets  and:  Fiscal  Policies  Affecting  Exports 

, .•  ~ 1:  -Br-  O'  ■ 

In  general,  oiwrforeign  markets  i fall  into  three  broad  categories: 

(1)  Countries  with  private  manufacturers  who  are  free  to  purchase  from  any 
source; 

bil:''  *'V  r- 

(2)  The  British  Commonwealth;  and  ■ '/.o:' 

< :■  . -I;' 

(3)  Countries  with  monopoly  control  of  the  tobacco  industry. 

The  United  States  supplies  a high  percentage  of  the  leaf  tobacco  moving  to 
the  "free"  markets,  which  include  such  countries  as  the  IJetherlands,  Belgium, 
Denmark,  Switzerland,  Norway  and  Ireland.  The  outlook  for  substantially 
Increasing  our  sales  to  this  group  of  countries  is  not  bright,  since  v^e 
already  have  an  important  position  in  their  import  trade,  and  per  capita 
consumption  is  already  relatively  high. 
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The  United  States  fa^es  the  disadvantage  of  preference  tariffs  in  the  British 
Conmionwealth,  As  far  as  the  British  group  of  coiantries  is  concerned,  the 
quality  of  'ourj  leaf  should  enable  us  to  hold  a substantial  -portion  of  the 
market';  however,  continued  dollar  shortages  in  the  United  Kingdom,  our  most- 
important  foreign  outlet,  have  been  a limiting  factor. 

In  the  Monopoly  countries,  such  as  Italy,  France  and  Spain,  American  tobacco 
has  made  ‘ a'  relatively  poorer  showing.  The  tendency  on  the’^part  of  Monopoly 
countries  is  to'  lean  toward  a low  price  tobacco  resulting  in  the  output  of 
a atrong,:  cigarette,  which  affects  consumption  adversely.  These  countries 
iri  geher^al  Subordinate  the  public  desire  for  certain  types  of  tobacco 
products  to  politico-economic  considerations . Conseq-uently,  American 
tobacco  exporters  find  it  extremely  difficult  even  to  maintain  sales  in 
this  group  Of  markets. 


TOBACCO:  EXPANDING  FOREIGN  COMPETITION 
RESTRICTS  WESTERN  EUROPE’S  IMPORTS  FROM  U.S. 

Consumption  of  Unmanufactured  Tobacco  in  Western  Europe 
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The  Price  Factor  in  Export  Sales 

It  is  not  easy  to  measure  the  ability  of  U.  S.  tobacco  growers  to  compete 
"pricewise"  in  world  markets.  World  market  prices,  such  as  those  for 
cotton  and  wheat,  based  on  grades  and  qualities  that  are  internationally 
recognized  and  traded  in,  do  not  exist  for  tobacco. 

There  appears  to  be  a rather  clear-cut  division  of  markets  as  far  as 
the  price  factor  is  concerned.  Certain  countries,  such  as  Australia, 
Ireland,  Switzerland  and  Sweden,  fall  into  the  category  of  "quality" 
markets.  Prices  for  United  States  leaf  appear  to  have  had  little  effect 
on  the  export  movement  to  the  "quality"  markets.  The  cost  of  leaf  tobacco 
is  relatively  unimportant  when  compared  with  the  retail  price  of  the 
products,  and  quality  of  the  end  product  is  the  primary  consideration. 
(Germany  is  fast  becoming  a "quality"  market). 

In  "price"  markets,  such  as  Belgium  and  the  Netherlands,  manufacturers' 
margins  are  low,  and  price  considerations  are  of  primary  importance . The 
quality  of  the  "end  product"  is  often  a secondary  consideration.  Leaf  from 
non-U.  S.  sources  is  substituted  for  American  tobacco  wherever  possible. 
Even  so,  our  share  of  the  import  trade  in  such  important  outlets  as 
Belgium  and  the  Netherlands  is  around  kO  percent. 

The  extent  to  which  prices,  aside  from  other  factors,  have  affected  our 
tobacco  export  trade,  cannot  be  accurately  measured.  However,  regardless 
of  the  contributing  factors,  production  in  foreign  countries  has  increased 
and  U.  S.  growers  will  find  themselves  facing  greater  competition  in 
the  years  ahead.  Perhaps  we  should  add  that  prices  for  U.  S.  leaf  up 
to  the  present  time  appear  to  have  had  less  influence  upon  exports  than 
have  other  factors  in  world  trade . Naturally,  the  price  factor  as  related 
to  exports  varies  widely  from  country  to  country. 

Other  Factors  Affecting  Exports 


Several  of  these  factors,  such  as  preferential  tariffs,  special  purchase 
arrangements,  bilateral  trade  agreements,  state  trading  and  allocations 
of  dollars  for  tobacco  purchases,  have  already  been  mentioned.  Others 
include  quotas  and  import  licensing,  trade  and  payments  agreements  and 
mixing  regulations.  U.  S.  export  trade  in  tobacco  has  been  hampered 
severely  by  these  barriers  and  devices  that  are  used  by  many  of  our 
important  markets  to  restrict  tobacco  pxarchases  here. 

The  "dollar  probleflk"  has  been  used  to  justify  the  erection  of  these  barriers. 
This  problem  appears  to  be  one  that  must  be  solved  if  U.  S.  tobacco  exports 
are  to  be  materially  increased  over  the  long-term  period.  An  improvement 
in  international  trading  conditions  in  recent  years  already  has  permitted 
some  relaxation  of  the  trade  barriers  affecting  U.  S.  leaf  exports.  With 
future  lowering  of  tariffs,  resulting  in  an  increased  flow  of  goods  and 
services  to  the  United  States,  economic  conditions  abroad  are  bound  to 
improve . The  justification  for  existing  barriers  under  such  conditions 
would  to  a large  extent  be  no  longer  valid. 


/o3 
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The  level  of  taxation  of  tobacco  products  in  foreign  countries  is  another 
problem  that  confronts  the  tobacco  exporter.  With  an  improvement  in 
living  standards  and  income  stemming  from  higher  levels  of  economic  activity, 
it  is  to  be  hoped  that  existing  tax  levels  (including  both  tariff  and  excise );, 
which  severely  limit  consumption,  will  be  reduced,  (in  many  countries  it 
requires  from  30  minutes  to  an  hour  of  work  to  earn  enough  money  for  a 
package  of  cigarettes.)  It  will  require  strenuous  efforts  on  the  part  of 
those  interested  in  expanding  tobacco  exports  to  convince  foreign  tax 
authorities  that  the  point  of  diminishing  returns,  as  regards  government 
revenues,  has  been  reached. 

(A  statistical  appendix  is  attached  containing  detailed  information  on 
movement  of  tobacco  from  the  principal  exporting  countries  of  the  world) . 


. i. 
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United  States: 

STATISTICAL  APPENDIX 

Exports  of  unmanufactured  tobacco  to  principal  importing 
countries,  calendar  years,  averages  1935-39  and  1947-51; 
annual  1953-54 

(Million  pounds  - Export  weight) 

Country  of 
Destination 

: Average 

: 1935-39 

. Average 

: 1947-51  : 

1953  1/  ; 

1954  1/ 

Sweden 

3.6 

FLUE -CURED  - - - ■ 

6.9 

7.0 

4.1 

7.9 

Norway 

2.5 

4.5 

5.1 

Denmark 

2.5 

7.6 

9.9 

7.9 

United  Kingdom 

193.5 

174.7 

177.6 

148.2 

Ireland 

6.1 

16.9 

16.9 

13.7 

Netherlands 

9.5 

23.7 

29.8 

29.9 

Belgium-Luxemhiirg 

3.T 

15.5 

7.5 

7.5 

Germany  2/ 

4cl 

36.8 

61,0 

35.6 

Thailand 

3.2 

3.3 

6.6 

4.6 

Indonesia 

2.0 

6.4 

12.5 

9.7 

Philippine  Rep, 

• 7 

6.9 

19.6 

18,5 

China 

33.9 

9.7 

0 

0 

Japan 

4.8 

.4 

9.5 

6.7 

Australia 

19.1 

20.0 

26,2 

27.9 

New  Zealand 

2.7 

5.5 

5.5 

6.2 

All  others 

21.0 

49.3 

50.6 

45.4 

Total 

312.9 

368.1 

444,3 

37^.8  ■ 

Mexico 

.1 

- BURIEY 

1.0 

1.5 

4.0 

Sweden 

.6 

1.7 

1.4 

.3 

Denmark 

.8 

1.6 

.7 

.5 

Netherlands 

1.0 

2.9 

.9 

2.0 

B e 1 g i um -L  uxe  mh  ur  g 

2.0 

3.6 

3.0 

2.6 

France 

.2 

1.7 

.7 

2.1 

Germany  2/ 

.5 

6.1 

4.9 

4.0 

Portugal 

2.5 

4.7 

3.0 

4.5 

Philippine  Rep. 

3/ 

.4 

1.2 

.9 

Egypt 

3/ 

.9 

1.2 

.7 

All  others 

2.9 

3.3 

6.5 

8.0 

Total 

10 .6 

32.9 

25.0 

297^ 

- - I<ENTUCKY-TENLIESSEE  FIRE -CURED 


Sweden 

2.2 

1,6 

.7 

.1 

Denmark 

1.1 

.6 

.6 

.7 

United  Kingdom 

2.7 

1.2 

.3 

.4 

Netherlands 

4.8 

4.0 

5.4 

4.5 

Belgium -Luxemburg 

4.4 

2.2 

.6 

1.0 

France 

18.3 

4.3 

1.7 

6.7 

Germany  2/ 

3.0 

1.0 

.9 

.5 

Switzerland 

2.3 

2,6 

1.8 

1.8 

Spain 

2.6 

.4 

0 

Italy 

.4 

1.4 

.6 

.4 

All  others 

7.2 

5.3 

5.0 

4.8 

Total 

24.6 

19-5 

/^>5 
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United  States:  Exports  of  unmanufactured  tobacco  to  principal 


importing 

countries,  calendar  years, 

averages 

1935-39 

and  19^7-51;  annual  1953-5^ 

(Million  pounds  - Export 

weight) 

Country  of  : 

Average 

: Average  : 

1953  1/ 

• 

Destination  : 

1935-39 

: 1947-51  : 

; 193k  1/ 

- • 

- - VIRGINIA  FIRE -CURED  y 

Sweden 

.8 

.7 

.5 

.6 

Norway 

2.0 

1.8 

1.9 

1.5 

United  Kingdom 

1.5 

.4 

.3 

.2 

Netherlands 

.5 

.6 

.1 

.4 

Germany  2/ 

1.0 

.3 

.3 

.2 

Switzerland 

.1 

.5 

.3 

.3 

Australia 

.2 

n 

.3 

.2 

New  Zealand 

• 3 

.3 

.1 

.2 

All  others 

2.6 

1^3 

.6 

.4 

Total 

9.0 

6.0 

4.4 

4.0 

t - ■ 

■ BLACK  FAT,  ETC,  - - 

£ ' 

Fr. 'West  Africa  :• 

2.7 

.7 

.5 

.8 

Gold' 'Coast  - 

1.3 

1.1 

1,0 

1.0 

Nigeria 

2.7 

2.0  ■ 

2.1 

2.5 

West  Port.  Africa 

.3 

.2 

.1 

3/ 

All  others 

1.9 

.7 

.2 

.2 

Total 

8.9 

4.7 

3.9 

4.5 

- MARYLAND  

Netherlands 

1.8 

,6 

.4 

.4 

B e 1 g i um -Luxemb ur g 

.4 

.2 

.3 

.4 

France 

.7 

.4 

0 

O'  ' 

Germany  2/ 

.2 

.3 

.3 

.5 

Switzerland 

1.6 

4.8 

5.5 

5.8 

Yugoslavia 

0 

0 

.7 

.6 

Algeria  and  T'onisia 

.3 

.4 

3/ 

.3 

Others 

.4 

.6 

.9 

.7 

Total 

5.4  " 

7.3 

8.1 

8.7 

OI^E  SUCKER 

Netherlands 

f 3/ 

.3 

.1 

.1 

Belgium-Luxembuxg 

.7 

.3  . -r  .. 

.2 

.2 

France 

0 

.7 

0 

.3 

Nigeria 

3/ 

.8 

.6 

.2 

Others 

.3 

1.0 

.1 

.1 

Total 

1.0 

3’fl 

l.Q 

.9 
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United  States:  Exports  of  unmanufactured  tobacco  to  principal  importing 
countries ; calendar  years,  avei-ages  1935-39  and  1947-51; 
annual  1953-54 


(Mil].ion  pounds  - Ejcport 

weight) 

Country  of 
Destination 

: Average  ; 

: 1935-39  : 

Average 

1947-51  : 

1953  1/ 

! 1954  1/ 

GREEN 

RIWB. 

United  Kingdom 

2,0 

.5 

1.0 

1.0 

Netherlands 

3/ 

.2 

.7 

.2 

Belgium -Luxemburg 

.7 

.2  . 

3/ 

.1 

France 

3/ 

.2 

0 

.7 

Others 

.3 

.6 

.1 

.i 

Total 

3.0 

1.7 

1.8 

2.1 

CIGAR 

leaf  - - » - - 

C anada 

.1 

.4 

.6 

.5 

Denmark 

0 

.9 

.3 

.2 

Netherlands 

.1 

.8 

.5 

.s 

Belgium -Luicemburg 

3/ 

.6 

.9 

.6 

Germany  2/ 

.3 

4.5 

2.8 

2,3 

Austria 

3/ 

.3 

.2 

.2 

Switzerland 

0 

.2 

3/ 

.3 

Algeria  and  Tunisia 

3/ 

.8 

.1 

3/ 

Others 

.B 

1.3 

2.2 

.9 

Total 

1.3 

9.3 

7.6 

5.3 

PERIQUE 

Total  5/ 

.1 

.1 

.1 

.1 

- TRIM'IINGS,  STEMS  AND  SCRAP  - 

Sweden 

1.1 

1.1 

.5 

.5 

Norway 

.1 

.1 

.4 

• C. 

Denmark 

.2 

.3  r 

• C. 

.2 

Germany  2/ 

1.3 

.2 

.3 

.1 

China 

15.2 

4,6 

0 

0 

Tangier 

0 

,2 

1.1 

.1 

Others 

1.7 

1.6 

.5 

1.6 

Total 

19.6 

8.1 

3.0 

2.7 

17 Preliminary . 

2/  All  Germany,  1935-39;  West  Germany  only  for  postwar  years. 

3/  Less  than  50,000  pounds. 

4/  Includes  Virginia  sun-cured. 

5/  Largely  United  Kingdom. 

Compiled  in  the  Foreign  Agricultural  Service  from  Foreign  Commerce  and 
Navigation  of  the  United  States,  and  records  of  the  Bureau  of  the  Census. 
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Exports  of  unmanufactiired  tobacco  from  major  exporting  countries,  by  principal 
countries  of  destination,  averages  1935-39  an<i  19^7-51;  annual  1933  sind  19^^ 

: Country  of  : Average:  Average:  : 

Exporting  Country  : Destination  :1935-39‘  19^7“^!:  1933.  : 195^ 


:Million:  Million:  Million:  Million 
.:  pounds  : pounds  : pounds  : pounds 
Southern  Rhodesia:  United  Kingdom  15*3  . 5 ” 52.9  61.6 


Australia 

1/ 

4.9 

8.1 

11.2 

Nigeria 

1/ 

1.3 

.7 

2,1 

Kenya 

1/ 

.3 

.3 

1.0 

U.  of  So.  Africa 

2.5 

3.5 

1.5 

.9 

Netherlands 

.1 

2.3 

5.4 

6.8 

Denmark 

1/ 

3.0 

■'  1.3 

4.4 

Germany 

.1 

.1 

- 3.0 

2.4 

Belgian  Congo 

1/ 

.6 

1.1 

2.1 

Sweden 

1/ 

.6 

'■i  1.2 

1.4 

Belgi\mi 

.5 

.3 

■'  1.0 

1.1 

Egypt 

1/ 

3.4 

.8 

1.1 

France 

1/ 

1/ 

.1 

.6 

Austria 

1/ 

2/ 

.4 

.6 

Norway 

1/ 

.1 

.2 

.5 

United  States 

1/ 

.7 

.1 

0 

Others 

.7 

2.2 

2.6 

3.0 

Total 

19.2 

67TB" 

,.80.7 

100.8 

India  3/: 

United  Kingdom 

20.0 

35.1 

30.1 

31.1 

Aden  & Dependencies 

6.1 

4.1 

7.2 

6.4 

Burma 

6.3 

.3 

.3 

.5 

Germany 

2/ 

1.1 

■ 0 

Sweden 

1/ 

1.5 

1.0 

0 

Netherlands 

.9 

4.6 

’ 2.7 

2.6 

Belgium 

2/ 

3.6 

‘ 2.6 

1.7 

Japan 

2.4 

1.8 

10,1 

5.9 

Hong  Kong 

.4 

5.2 

2.8 

3.2 

Ceylon 

.3 

.7 

.8 

.3 

Egypt 

1/ 

2.0 

1.8 

2.2 

China 

4.8 

1.3 

1.6 

10.1 

Soviet  Union 

0 

4.4 

0 

0 

Pakistan  r 

0 

13.5 

.6 

1.9 

Others  ); 

2.3 

7.3 

8.5 

8.1 

Total'”' 

43.5 

70.1 

74.0 

Canada: 

United  Kingdom 

15.3 

17.3 

23.3 

25.1 

Australia 

1/ 

.4 

1.7 

2.3 

Trinidad  , 

1/ 

.8 

1.4 

1.2 

Jamaica 

1/ 

1.0 

1.0 

1.2 

Netherlands 

1/ 

.4 

.3 

.6 

c. 

Belgium 

1/ 

.9 

2/ 

.1 

\. 

Germany 

1/ 

0 

" 0 

.5 

r . 

Others 

1.2 

1.9 

.on-'  .8 

1.0 

Total' 

16.5 

22 77'^- 

28.5 

32.0 

See  footnotes  at  end  of  table. 
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Exports  of  unmanufactured  totacco  from  major  exporting  countries,  by  principal 


countries  of  destination,  averages 

1935-39  and  19^^7-51; 

annual  1953 

and  1954 

: Country  of 

; Average: 

Average 

• I 

Exporting  Covintry 

; Destination 

: 1935-39: 

1947-51 

: 1953  : 

1954 

: ■■  Million: 

Million 

: Million  : 

Million 

: pounds  : 

pounds 

: pounds  : 

pounds 

Greece: 

West  Germany 

( 48.0 

9.3 

34.8 

37.6 

' » , 

East  Germany 

( 

- 

4.1 

6.4 

United  States 

19.7 

11.0 

13.3 

14.4 

France 

1.7 

6.8 

9.8 

11.5 

Italy 

2.3 

-4.7 

3.5 

9.0 

U.  S.  S.  R. 

2.6 

1/ 

4.9 

8.2 

Austria 

2.2 

4.0 

6.8 

7.1 

Finland 

2.8 

3.1 

2.0 

4.2 

Egypt 

2.3 

2.8 

4.0 

2.8 

United  Kingdom 

.7 

3.6 

3.8 

2.5 

Sweden 

2.5 

1.3 

2.0 

1.0 

Netherlands 

2.0 

.5 

.7 

.3 

Switzerland 

1/ 

1.1 

2.2 

1/ 

Hungary 

.7 

1/ 

4.3 

2.4 

Other 

10.2 

3.6 

11.7 

8.6 

Total 

97.7 

51.6 

107.9 

116.0 

Turkey; 

United  States 

23.1 

51.3 

72.1 

64.9 

V/est  Germany 

{ 30.9 

( 17.5 

22.3 

12.1 

East  Germany 

( 

( 

2.3 

12.2 

Poland 

1.2 

.7 

1/ 

4.8 

Czechoslovakia 

2.9 

6.1 

3.5 

4.1 

Hungary 

.4 

.4 

2.2 

2.4 

Egypt 

1.8 

9.6 

9.5 

4.5 

Switzerland 

.3 

2.3 

3.1 

2.9 

United  Kingdom 

.8 

7.1 

10.3 

10.8 

Austria 

1.5 

2,7 

3.6 

2.1 

Italy 

3.6 

2.0 

6.8 

1.5 

France 

.7 

6.3 

4.4 

5.0 

Belgium 

1.6 

3.4, 

5.7 

3.0 

Netherlands 

2.6 

3.2 

2.0 

.5 

Finland 

1.2 

1.7 

3.3 

2.4 

Other 

2.9 

10.0 

7.0 

5.5  . 

Total 

75.5 

124.3 

15^71 

130.7 

Indonesia: 

Netherlands 

91.9 

15.1 

27.6 

41.2 

United  States 

0 

.7 

.6 

.7 

Indochina 

.2 

.1 

.6 

.5 

Spain 

4.1 

0 

0 

0 

German  Republic 

2/ 

0 

0 

.3 

Japan 

0 

0 

0 

.2 

France 

2.2 

0 

0 

0 

Others 

1.3 

.5 

3.1 

.1 

Total 

- 99.7 

16.4 

31.9 

43.0 

Izporbs  of  unmanufactured  tobacco  from  major  exporting  countries;  by  principal 


Exporting  Country 

y : Coun-try  of.  . 

: Destination 

: Average 
: 19.35-39 

: Average: 

: 1947-51: 

1953  • ■: 

1954 

•..Million 

: Million: 

Million: 

Million 

./ 

: pb'uhds"” 

fpounds-*  tf. 

pounds. ; 

.pounds 

Dominican  Republic: 

Spain 

.6 

13.7 

.1 

4.4 

France 

2,4 

2.7 

1.3 

2.2 

Netherlands 

4.5 

5.9 

2.4 

• ol.7 

Belgium 

. 1.2 

4.4 

3.2 

4.8 

Germany 

3.1 

1.2 

3.0 

5.8 

Indochina 

0 

1.2 

3.2 

.7 

Algeria 

.8 

1.4 

2.7 

2.9 

Switzerland 

• y 

.3 

.1 

.1 

Canary  Islands 

.2 

.5 

.6 

,5 

United  States 

1/ 

.2 

2/ 

2/ 

Others 

.9 

3.9 

4.3 

4.1 

Total 

13.7 

,3^.,4 

20.9 

27.2 

Philippines: 

Spain 

.14.5  . 

.,;'7^7 

■ '17.8 

16.9 

United  States  & Terr. 

6,4 

.6 

'2'. 8’ 

'1.6 

China 

.5 

.2 

0 

0 

Indochina 

.1 

.7 

1.6 

1.1 

Belgium 

.3 

.4 

1.8 

.9 

French  Africa 

.8 

.3 

.4 

.4 

Italy 

2.6 

2/ 

2/ 

.8 

Netherlands 

4,4 

2/ 

1.6 

.4 

Japan 

2.1 

0 

2/ 

0 

Korea 

2.1 

0 

0 

0 

France 

1.0 

0 

.1 

0 

Others 

2.6 

.1 

.2 

.3 

Total 

37. 

10.0 

26.3 

22.4 

Brazil: 

United  States 

1/ 

.2 

2.4 

1.1 

Germany 

30.4 

8.4 

11.6 

16.0 

Denmark 

1/ 

3.8 

3.4 

5.1 

Spain 

1.9 

12.5 

6.6 

10.5 

France 

1.7 

4.5 

3.5 

3.1 

Netherlands 

18.2 

10.2 

7.1 

6.4 

Switzerland 

.3 

4.8 

2.5 

4.4 

Sweden 

.8 

.5 

1.1 

.9 

Argentina 

10.8 

8.5 

0 

0 

Uruguay 

2.4 

2.9 

5.0 

4.5 

Algeria 

2.0 

1.7 

2.4 

1.9 

Belgium 

1.4 

3.3 

2.2 

2.0 

Indochina 

y 

1.0 

1.9 

1.0 

Others 

1.2 

5.7 

3.3 

5.1 

Total 

71.1 

"TBib 

53.0 

62.0 

- 2h  - 


Exports  of  unmanufactured  tobacco  from  major  exporting  countries,  by  principal 
countries  of  destination,  averages  193^~39  Q-nd  1947-^1;  annual  1933  and  193^ 


Country  of  : 

Average  : 

Average 

• 1 

Exporting  Country  : 

Destination  : 

1935-39  : 

19U7-51 

: 1953  : 

1954 

Million  ; 

Million 

•.Million: 

Million 

pounds  : 

pounds 

: pounds  : 

pounds 

Cuba: 

United  States 

13.9 

17.7 

25.4 

25.5 

Germany 

3.5 

.k 

1.4 

1.6 

Netherlands 

1.1 

1.0 

1.1 

1.0 

Spain 

5.2 

4.6 

2.4 

7.3 

Argentina 

1.0 

1/ 

0 

1/ 

Others 

3.0 

5.7 

5.9 

8.4 

Total 

27. 7 

29.4 

3^72 

43TB 

T7  if  any,  included  in  others. 

2/  Less  than  50^000  pounds. 

^ Fiscal  year  beginning  April  1 of  the  year  shown. 


/// 
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COSTS  AND  RETUMS  ON  TOBACCO  FARMS 


Costs  of  production  on  tobacco  farms  have  gone  up  over  the  years.  Frcra 
1937-41  to  19^7- ^1-9  "the  change  in  cost  per  unit  of  production  was  about 
as  great  on  tobacco  farms  as  on  cotton,  dairy,  and  Com  Belt  farms 
(table  l).  Since  19^7-^9^  costs  on  tobacco  farms  have  risen  less  than 
on  cotton  farms,  but  more  than  on  dairy  farms  and  about  the  same  as  on 
Cora  Belt  farms. 

Inputs  (or  costs  at  constant  prices)  per  unit  of  production  have  been 
reduced  over  the  years  because  of  technological  improvements  on  farms . 
Mthough  year-to-year  changes  in  crop  yields  have  a direct  effect  on 
annual  variations  in  inputs  per  unit  of  production,  the  longer  time  trend 
is  an  important  indication  of  changes  in  efficiency  of  production.  Slice 
1947-^9  inputs  per  unit  of  production  have  been  reduced  slightly  on  tobacco 
farms.  During  this  same  period  they  remained  about  the  same  on  some  Corn 
Belt  farms,  they  increased  on  cotton  farms  in  the  Southeast,  and  were 
reduced  on  dairy  farms. 

During  the  past  several  years  the  increase  in  operating  expense  on  tobacco 
farms ;jhas  been  matched  with  a corresponding  increase  in  gross  farm  income, 
with  the  result  that  the  level  of  net  farm  income  has  been  reasonably  well 
maintained  during  the  period  1947-54  (tables  2 and  3)-  The  importance  of 
tobacco  sales  as  a source  of  cash  receipts  has  been  increasing.  Expendi- 
tures for  purchase  and  operation  of  farm  machinery  have  become  more 
important,  whereas  the  percentage  of  total  expenditure  for  labor  has 
declined.  Crop  yields  per  acre,  particularly  of  tobacco,  have  been 
increasing,  and  largely  determine  the  level  of  farm  production,  l/ 

The  net  farm  income  on  tobacco-livestock  farms  in  the  Bluegrass  area  ' ‘ ■ 
of  Kentucky  is  expected  to  be  substantially  lower  in  1955  than  in  1954 
chiefly  because  of  a much  smaller  acreage  of  burley  tobacco.  The  195^ 
income  may  not  be  much  different  from  1955  if  present  burley  tobacco  allot- 
ments are  continued. 

The  net  farm  income  on  tobacco-cotton  farms  is  eiqoected  to  be  considerably 
higher  this  year  than  it  was  last  year,  mainly  because  of  a larger  produc- 
tion of  flue-cured  tobacco.  The  195^  income  me.y  be  markedly  lower  than 
the  income  for  this  year  in  view  of  a reduction  in  flue- cured  toba.cco 
allotments . 

Operators  of  either  type  of  tobacco  farm,  faced  with  a reduction  in  net 
incomes,  would  turn  their  attention  to  alternative  courses  of  action 
designed  to  raise  their  levels  of  income.  Essentially,  there  are  two 
alternatives:  first,  to  reduce  the  cost  of  producing  tobacco,  and  second, 
to  increase  incomes  from  enterprises  other  than  tobacco. 


Prepared  by  Production  Economics  Research  Branch,  Agricultural  Research 
Service,  USDA 

1/  For  further  details,  see  U.S.  Prod.  Econ.  Res.  Br.,  ARS.  Agr.  Inf.  Bul.139, 
Farm  Costs  and  Returns,  1954  (v^ith  Comparisons)  Commercial  Family- Ope  rated 
Farms  by  Type  and  Location,  June  1955^  PP*  32-33- 
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In  analyzing  practices  designed  to  reduce  the  cost  of  production  of 
tobacco  it  is  important  to  distinguish  between  practices  that  increase 
value  of  tobacco  per  acre  either  by  increasing  yield  or  by  Improving  the 
quality  of  th0':leaf/  and  practices  that  reduce  cost  by  simplifying  or 
mechanizing  production.  Although  engineering  problems  are  complex,  the 
greatest  problem  in  mechanization  is  manufacture  of  machines  at  a price  low 
enough  to  make  their  use  economical  on  the  characteristically  small  fields 
of  tobacco. 

In  general,  it  is  in  the  tobacco  grower's  interest  to  use  practices,  such 
as  fertilizing^  fumigation  and  irrigation:  that  increase  value  of  tobacco 
per  acre,  as  long  as  additional  returns  exceed  additional  costs.  Fertilizer 
expenditures,  however,  should  be  carefully  examined  to  make  sure  that  the 
quantity  and  composition  of  plant  food  are  adjusted  to  the  requirements  of 
the;  soil  as  determined  by  a soil  test  and  are  '"conducive  to  a high-quality 
'product. 

Reduction  in  cost  of  curing  tobacco  has  possibilities,  although  they  may 
be  of  a longer- time  character  involving  considerable  capital  investment. 

Lowering  labor  requirements  in  the  production  of  tobacco  constitutes  the 
most  important  aspect  of  the  quest  to  reduce  cost  of  production. 

As  the  yield  of  tobacco  per  acre  has  gone  up  more  labor  has  been  required, 
but  the  labor  requirements  have  not  gone  up  proportionately,  so  that 
labor  required  to  produce  a pound  of  tobacco  has  been  reduced  over  the 
years,  li/o  factors  have  accounted  for  this--first,  mechanization,  and 
second,  increase  in  efficiency  in  the  use  of  hand  labor  in  producing 
tobacco.  About  50  percent  of  the  tobacco-livestock  farms  had  tractors  in 
195^.  About  60  percent  of  the  tobacco- cotton  farms  had  tractors. 

As  the  farm  management  problems  on  tobacco-livestock  farms  and  tobacco- 
cotton  farms  are  different  they  will  be  dis-cussed  separately  here. 

Tobacco-livestock  farms 


An  increase  in  income  from  livestock  enterprises  seems  to  offer  more  : 
opportunities  on  these  farms  than  reduction  in  the  cost  of  production 
of  tobacco.  r i" 

Although  cost  of  producing  burley  tobacco  may  be  reduced  somewhat  by 
mechanizing  most  of  the  preharvest  operations,  opportunities  for  reducing 
cost  ofrliarvesting  and  stripping  are  limited  in  the  immediate  future  to 
what  can  be  accomplished  by 'work-simplification  techniques. 

Stripping  of  burley,  which  requires  about  40  percent  of  the  total  labor 
on  tobacco,  possibly  could  be  done  at  lower  cost  at  a central  warehouse  j 
especially  equipped  with  mechanical  devices  for  that  purpose. 

Increase  in  income  from' li"ve&tock  enterprises  is  dependent  upon  larger  . ^ 
production  of  feed,  which  is  entirely  possible  by  improved  cultural 
practices.  Cost  of  producing  feed  crops  could  be  considerably  reduced 
by  mechanizing  production.  "Although  the  income  from  livestock  enterprises 
could  be  increased  vjlthin  the  present  size  of  farms,  increase/ in  size  of 
farms  would  eventually  become  necessary  as  the  importance  of  tobacco  as 
a source  of  income  declined. 


Tobacco -cotton  farms 
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Reduction  in  cost  of  production  of  tobacco  probably  offers  more  oppor- 
tunities to  operators  on  these  farms  than  an  increase  in  income  from 
supplementary  enterprises. 

Using  kno\m  labor-saving  methods,  it  is  estimated  that  labor  require- 
ments per  acre  of  flue-cured  tobacco  could  be  reduced  by  about  20  percent.  2/ 
This  estimate  does  not  contemplate  the  use  of  tobacco  harvesters  which, 
according  to  a study  in  Florida,  reduced  hours  of  labor  for  harvesting  by 
about  ^5  percent,  and  reduced  harvesting  cost  by  about  15  percent.  3/ 

The  presently  used  harvesters  represent  only  the  first  in  a series  of 
steps  which  could  lead  to  complete  mechanization  of  tobacco  harvesting. 

Some  individual  growers  have  an  acreage  of  tobacco  large  enough  to  make 
mechanization  of  all  operations  economical,  but  the  great  majority  of 
growers  do  not.  Although  joint  ownership  and  use  of  machines  by  several 
growers,  or  custom  work,  would  extend  the  -area  of  potential  mechanization, 
the  longer-time  trend  would  involve  an  incre8.se  in  size  of  farms. 

With  an  eventual  sizeable  reduction  in  labor  requirements  for  flue-cured 
tobacco,  the  effect  on  various  types  of  farm  labor  v/ould  differ.  The 
number  of  sharecroppers  would  be  reduced  and,  although  hired  labor  might 
be  temporarily  increased,  there  \TOuld  eventually  be  a reduction  in  this 
category  also. 

With  materially  reduced  labor  costs,  the  cost  of  power  and  machinery 
would  be  increased,  but  not  in  proportion  to  the  reduction  in  labor 
costs,  so  that  cost  of  production  as  a vrhole  would  be  reduced. 

Cost  of  producing  cotton  could  also  be  greatly  reduced  by  using  recom- 
mended practices.  Labor  requirements  per  acre  would  be  reduced  by  about 
75  percent  compared  with  mule  and  hand-labor  methods,  h/ 

Cost  of  producing  corn  on  tobacco- cotton  farms  could  also  be  reduced  by 
full  mechanization.  V/ith  an  increase  in  use  of  hybrid  seed  corn  suited 
to  this  area,  together  with  other  improved  cultural  practices,  the  produc- 
tion of  corn  would  be  increased.  As  corn  formerly  used  for  feeding  mules 
is  released,  the  supply  of  corn  available  for  feeding  productive  livestock 
or  sale  as  cash  com  could  be  increased  substantially. 


2/  N.  C.  Dept.  Agr.  Econ.  A.E.  Inf.  Ser.  Wo.  40,  Saving  Labor  in  Stringing 
Tobacco,  I4arch  1955^  P-  2.  See  also  W.  G.  Agr.  Econ.  A.  E.  Inf.  Ser.  Wo.  37, 
Will  it  Fa.y  to  Mechanize  Tobacco,  Dec.  195^^  PP-  3C’>  ^5  Ei-nd  46. 

3/  Fla.  Dept.  Agr.  Econ.  Agr.  Econ.  Ser.  Wo.  55- Use  of  Tobacco  Harvesters 
in  Columbia  and  Suwannee  Counties,  Florida,  195^b  March  1955;  P-  l^- 
4/  W.  C.  Dept.  Agr.  Econ.  A.  E.  Inf.  Ser.  Wo.  ■!|-1,  kiake  Money  on  Cotton- -Use 
Recommended  Practices,  March  1955;  P-  34. 
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Table  2 ..-Tobacco-livestock  farms ^ Bluegrass  Area,  Kentucky:  Costs  and  returns,  1947-54 
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■TOBACCO  PRODUCTION  RESEARCH  OUTLOOK 
Introduction 


Although  the  total  annual  acreage  of  tobacco  harvested  in  the  United  States 
has  remained  approximately  the  same  during  the  past  20  years ^ there  has  been 
a marked  change  in  the  varieties  grown  for  the  various  types  on  this  rela- 
tively stable  acreage.  It  has  been  estimated  that  90  percent  of  the  total 
tobacco  acreage  now  being  planted  is  to  varieties  available  since  1935*  The 
two  most  important  tobacco  types,  flue-cured  and  burley,  are  now  being 
planted  almost  exclusively  to  varieties  developed  during  the  past  20  years'. 
Few  changes  in  production  me'bhods  and  practices  have  been  as  striking  but 
marked  developments  have  occurred  in  some  areas.  The  acceptance  by  farmers 
of  new  ideas,  findings,  methods  and  varieties  for  the  various  tobacco  types 
has  been  based  largely  on  the  results  obtained  from  research  concerning 
production,  breeding,  disease,  and  quality  investigations  by  State,  Federal, 
and  private  industries.  Much  economy  in  production  has  occurred  through 
reducing  disease  losses  and  improving  yields  and  quality  by  breeding  and  by 
more  adequate  fertilization  qnd  management. 

I . Production  Research  Outlook 

a . Seedbed  Management 

The  production  of  an  adequate  supply  of  healthy  tobacco  seedlings  at  the 
proper  time  for  transplanting  has  become  increasingly  difficult.  There 
are  many  factors  involved,  such  as  the  location  of  the  bed,  fertility, 
and  prevalence  of  weeds  and  diseases.-  The  scarcity  of  suitable  wooded 
areas  has  made  it  necessary  to  locate  most  seedbeds  in  open  fields  on 
soils  which  have  a low  moisture  content.  Usually  there  is  little  or  no 
protection  from  chilling  winds,  and  the  weed  hazard  is  often  greater  in 
such  locations.  Certain  diseases,  notably  blue  mold  (Peronospora 
tabacina) , and  wildfire  (Phytomonas  tabaci)  are  prevalent  and  cause 
serious  losses  unless  controlled. 

The  evidence  available  points  to  locating  the  seedbed  on  a permanent  site. 
Some  type  of  windbreak  appears  to  be  desirable,  but  much  research  work 
should  be  carried  out  in  regard  to  type  of  exposure,  amoxmt  and  frequency 
of  supplementary  watering  and  ways  of  maintaining  good  physical  properties 
of  the  soil.  Weeds  and  diseases  must  be  rigidly  controlled.  Progress  has 
been  made  in  the  control  of  weeds  by  use  of  steam  and  chemicals,  but  more 
efficient,  inexpensive  and  effective  methods  should  be  developed.  Soil 
fumigation  using  a gas-tight  plastic  cover  to  retain  the  methyl  bromide  has 
given  promising  results  in  regard  to  weed  and  disease  control,  but  this 
treatment  does  not  kill  all  troublesome  species,  such  as  hard- seeded  legumes 
and  a few  other  species.  Materials  to  control  these  species  should  be 
sought.  More  or  less  effective  control  of  blue  mold  and  leaf  spots  are 
available  but  much  more  effective  and  inexpensive  controls  of  these 
diseases  and  others,  such  as  anthracnose  ( Colletotrichum  Sp. ),  should  be 
found.  Control  in  the  form  of  gas,  dust,  or  spray  that  will  not  injure 
the  young  tobacco  seedlings  and  which  will  control  all  troublesome  seed- 
bed diseases  in  one  mixture  would  be  desirable.  ■: 
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The  use  of  mineral  and  organic  soil  supplements  to  grow  tohacco  seedlings 
most  efficiently  and  inexpensively  as  to  time,  method,  source,  and  rate  of 
application  does  not  always  give  consistent  results  and  should  receive 
more  adequate  investigation. 

h.  Field  Culture 

In  most  tobacco-producing  areas,  various  diseases  coupled  with  low  soil 
fertility,  excessive  erosion  and  loss  of  soil  tilth  have  often  resulted 
in  the  production  of  leaf  unsuited  tq  markgt  demands.  This  is  especially 
true  when  tobacco  is  gro\m  year  after  year  on  the  same  ground. 

1 . Crop  Sequence 

The  crop  sequence  is  important  but  not  well  understood.  Numerous  diseases 
are  more  or  less  prevalent  in  all  tobacco-producing  areas.  The  damage 
caused  by  them  varies  greatly  under  different  cropping  sequences.  The 
root  knot  nematode,  for  eicample,  is  almost  universally  present  in  the 
light  soils  of  the  flue- cured  tobacco  area.  On  such  soils  tobacco  should 
not  be  grovm  following  cotton,  soybeans,  co\;peas,  lespedeza,  sweet 
potatoes,  Irish  potatoes,  or  tomatoes,  since  such  crops  usually  result 
in  the  increased  development  of  root  Imot.  At  the  present  time  there  is 
no  satisfactory  cropping  sequence  which  will  adequately  control  root  Icnot 
nematodes.  Tlie  chemical  treatments  available  are  not  entirely  effective, 
are  costly,  and  not  easily  applied.  In  some  cases,  chemical  treatments 
complicate  results  through  improved  yields  and  depressed  quality. 

Tlie  black  shanlc  disease  ( Phytophthora  parasitica  var.  nicotianae)  of 
tobacco  is  more  active  when  nematode  populations  are  increased  by  cer- 
tain crop  rotations. 

Tobacco  should  not  be  gro\m  after  peppers,  peanuts,  tomatoes,  or  Irish 
potatoes  when  Granville  wilt  (Bacterium  solanacearum)  is  present  in  the 
soil.  Neither  shovild  it  follow  ragweed  or  certain  other  common  weeds. 

Tlie  prevalence  and  severity  of  black  root  rot  (Thielaviopsis  basicola) 
and  the  n-matode  root  rots  varies  greatly  with  the  crop  sequence  and 
length  of  the  rotation.  The  injury  from  black  root  rot  is  often 
increased  when  lime  is  used  to  correct  soil  acidity  for  the  groirth  of 
certain  legumes. 

The  use  of  legumes  as  green  manure  crops  to  immediately  precede  tobacco 
cannot  be  generally  recommended  since  the  amount  of  nitrogen  they  add 
to  the  soil  and  time  of  availability  ,is  extremely  variable.  For  flue- 
cured  tobacco  and  some  other  types,  the  amount  will  be  frequently  too 
much.  Tobacco  folloi>ring  a weed  fallow  of  tv/o  or  more  years'  duration, 
provided  there  are  no  disease  complications,  usually  results  in  the 
production  of  high  quality  leaf.  Much  the  same  is  true  of  hurley  tobacco 
following  several  years  of  bluegrass  sod.  The  explanation  for  these 
results  remains  to  be  worked  out.  A suitable  combination  of  cultivated 
crops,  one  that  will  consistently  give  a high  yield  and  a profitable 
annual  return  is  much  to  be  desired.  However,  at  this  time  no  entirelj'- 
satisfactory  ciupping  sequence  has  been  found. 


2. 


Tobacco  i'Jutrition 

Tobacco  is  produced  to  best  advantage  under  a controlled  nutrient  level. 

This  is  particularly  true  of  the  flue- cured  type  where  rather  definite 
amounts  of  nitrogen;^  phosphorus  and  potassiim  must  be  supplied.  The 
quantities  of  calcium_,  magnesium^,  sulphur^  and  chlorine  that  a,re  required 
are  not  so  well  -worked  out.  The  same  situation  prevails  in  regard^  to  the 
other  types  ^ such  as  hurley,  cigar,  and  I'iaryland.  The  amount  dx 'tji'e' micro - 
nutrients,  boron,  copper,  iron,  manganese,  and  zinc  tha-t  must  be  supplied 
to  the  tobacco  plant  by  the  fertilizer  and  from  the  soil  is  not  too  well 
understood,  especially  for  specific  regions  and  localities. 

The  availability  of  the  native  and  added  plant  nutrients  varies  tremendously 
in  different  soils  with  varying  climatic  conditions  and  the  several  crop- 
ping sequences., mentioned  above.  The  soil  reaction  also  is /very  important 
but  no  completeiunderstanding  of  these  relationships  exists  at  this  time  and 
remain  to  be  determined.  Potash,  for  example,  is  often  partially  unavailable 
in  the  native  or  added  form  on  the  silt  loam  soils  where  hurley  and  cigar 
binder  and  cigar  filler  a.re  gro-v/n. 

Excessive  amounts  of  plant  nutrients^  particularly  nitrogen,  for  flue- 
cured  tobacco  must  be  avoided.  The  quantity  of  chlorine  available  to 
cigar,  buxley,  and  I'iaryland  types  should  be  held  to  a minimum.  These 
relationships  are  obscure  and  much  additional  information  is  desirable 
as  to  these  relationships. 

3 . Use  of  , Supplementary  Hater 

Tobacco  makes  the  desired,  rapid,  uninterrupted  gro-v/th  with  adequate  soil 
moisture  from  the  time  of  transplanting  iintil  maturity.'  V/hen  the  rainfall 
is  inadequate,  the  use  of  supplementary  water  in  the  form  or  irrigation 
gives  desirable  effects. 

The  preliminary  work  which  has  been  carried  out  indicates' that  this 

supplementary  water  must  be  a,pplied  with  discretion.* J-h  is  -well  rec-og- 

nized  that  tobacco  will  not  thrive  in  an  excessively  vret  or  water-logged 
soil.  It  is  difficult  to  regulate  the  use  of  supplementary  water  in  a 
humid  climate  so  as  to  avoid  adding  large  amounts'  of  water  at  any  one 
time,  which  may  be  followed  by  hea-vy  rainfall./and. prodjj.ee  the  undesirable 
water-logged  conditio'n  previously  mentioned.  It  appears  that  frequent 
light  irrigations  are  more  desirable  for  this  reason  than  infrequent 
heavy  irrigations,  but  further  work  must  be  ca-rried  out  to  establish  the 
amounts  required. 

There  is  some  evidence  to  indicate  that  the  sale  content  of  the  water  is 
of  considerable  importance  to  quality,  but  additional  trials  must  be 
conducted  to  investigate  this  factor,  ilot  only  is  the  total  sa,lt^  content 
to  be  evaluated,  but  the  content  of  chlorine,  calcium,  or  other  salts 
need  to  be  studied.  The  effect  of  water  contaminated  v/ith  disease.  , 
organisms,  such  as  black  shank,  may  also  be  of  considerable  importance 
and  additional  evidence  on  this  point  must  be  sought. 
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II . Engineering  Phases  of  Tobacco  Production'"- 


Curing  of  tobacco  is  an  important  phase  in  the  production  of  that  crop.  The 
quality  of  the  tobacco  to  be  marketed  may  depend  to  a considerable  extent  to 
the  methods^  structures  and  equipment  used  during  the  curing  period. 

Results  of  engineering  research  on  structures  and  equipment  involved  in  curing 
tobaccos  give  increasing  evidence  of  the  need  for  more  accurate  control  of 
temperature  and  relative  humidity  of  the  environmental  air  used  in  curing. 
Accomplishment  of  such  accurate  control  usually  involves  buildings  of  tighter 
construction^  perhaps  the  addition  of  insulation;,  frequently  changes  in  venti- 
lator design;,  and  the  use  of  more  accurately  controlled,  heating  equipment. 

Use  of  supplementary  heating  equipment  is  increasing  for  the  curing  of  hurley 
and  other  air-cured  types  particularly  during  periods  of  humid  weather  when 
curing  is  in  progress.  Heating  equipment  which  is  regularly  used  for  bright- 
leaf  and  shade-grown  tobacco  curing  is  being  improved  through  more  accurate 
controls.  Fuels  such  as  oil  and  gas  are  replacing  wood  and  charcoal  for 
heating  tobacco  curing  barns  because  they  are  more  susceptible  to  accurate 
control . 

These  trends  toward  improved  curing  barns  and  curing  equipment  seem  likely  to 
continue  because  associated  v/ith  improved  accuracy  of  control  of  curing  air 
have  been  reductions  in  labor. 

Ill . Outlook  by  Breeding  for  Disease  Resistance 


Numerous  varieties  of  the  various  tobacco  types ^ especially  flue- cured, 
hurley,  Maryland,  cigar  wrapper  and  cigar  binder,  have  been  developed  in 
breeding  programs  by  State,  Federal,  and  private  agencies  since  1935*  I't 
has  been  estimated  that  approximately  90  percent  of  the  tobacco  acreage 
harvested  in  1954,  including  all  types,  consisted  of  varieties  developed 
since  1935-  These  acreage  estimates  by  types  are  presented  in  the  follow- 
ing table . 

Estimated  tobacco  acreage  harvested  in  1954  of  old  and  new  varieties 


Tobacco  type 

Acreage  harvested 
of  varieties  de- 
veloped prior  to 

1935 

Acreage  harvested 
of  varieties  de- 
veloped from 

1935  - 1954 

Acreage  per- 
centage of  new 
varieties  har- 
vested in  1954 

Flue -cured 

18,000 

1,024,200 

98 

Burley 

4,037 

399,663 

99 

Maryland 

12,500 

37.500 

75 

Cigar 

Binder 

14,700 

14,700 

50 

Filler 

30,600 

- 

- - 

lirapper 

2,600 

10,400 

80 

Fair  Air -cured 

23,750 

1,250 

5 

Fire- cured 

48,640 

2,560 

5 

Miscellaneous 

300 

TOTAL 

155,127 

1,490,273 

90 

■^Prepared  by  Agricultural  Engineering  Research  Branch,  Al^S 
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An  examination  of  these  data  indicate- that .practically  all  of  the  flue- 
cured  and  hurley  varieties  have  been  replaced',  since  1935-  In  general 
this  is  also  true  for  Maryland,  and.  the  cigar  wrapper  varieties.  These 
new  varieties  have  been  accepted  and  grov/n  by  farmers  in  the  various 
tobacco-producing  areas  primarily  because  of  their  disease-resistanee 
characteristics.  These  new  varieties  are  resistant  to  one  or  not  more  than 
three  of  the  major  tobacco  diseases.  The  release  of  seed  of  these  varieties 
by  the  various  agencies  conducting  breeding  investigations  has  been  an 
important  factor  in  maintaining  the  total  tobacco  acreage  on  a relatively 
stable  basis  during  the  past  twenty  years. 

Although  definite  and  specif j.c  progress  has  been  made  through  breeding  to 
control  tobacco  diseases,  the  problems  are  far  from  sol'ved  a,nd  additional 
information  is  needed  on  practically  all  diseases  including  black  root  rot, 
black  shanlc,  Granville  wilt,  fusarixom  wilt,  blue  mold,  wildfire,  mosaic,  and 
root  knot  v^hen  alone  'and  in  combination  with  these  and  other  diseases. 

e..  l/ildfire 

Wildfire  of  tobacco  is  caused  by  Pseudomonas  tabac i (VIolf  &.  Foster) 

F.  L.  Stevens,  a disease  V7hich  is  quite  common  in  plant  beds  and  fields. 

It  has  caused  serious  losses  in  every  major  tobacco-producing  area. 

Differences  in  resistance  have  been  reported  between  tobacco  varieties 
to  both  infection  and  ease  of  natural  water  soaking,  one  of  the  factors 
predisposing, -.plants  to  infection.  The  level  of  resistance,  however,  found 
in  older  varieties  of  N.  tabacum  is  low  compared  to  that  found  in  several 
of  the  species’  related  to  W.  tabacum,  such  as  W.  longiflora,  W.  plumb a - 
ginifolia,  Wv.  repand.a,  N.  alata,  and  W.  nudicaulis . Breeding  lines  with 
wildfire  resistance  in  burley,  dark-fired  and  cigar  tobaccos  have  been  ' - 

developed  from  parentage  involving  N.  tabacum.  and  N.  longiflora.  The 
recent  release  of  Burley  21  represents  the  development  of  the  first 
vrildf ire-resistant  variety.  This  variety  also  possesses  resistance  to 
black  root  rot  and  tobacco  mosaic.  Additional  breeding  work  is  necessary 
to  incorporate  this  resistance  into  lines  possessing  resistance  to  black 
shanlc  and  fusarium  wilt.  The  breeding  program  to  develop  varieties 
possessing  m'ultiple  . disease  resis'tance  beco.mes  more  complicated  and  time- 
cons'uming  with  the  addition  of  each  new  disease. 

b.  Black  root  rot 

Black  root  rot  is  caused  by  the  fungus  Thielaviopsis  basicola.  Breeding 
for  disease  resistance  is  comp.licated  since  four  races  of  the  organisms 
have  been  recognized.  Infection  builds..up  rapidly  in  fields  under  con- 
tinuous tobacco  culture  particularly  if  the  variety  being  grown  is 
susceptible  to  any  of  the  several  races  of  the  disease  organism.  The 
widespread  use  of  lime  has  been  a contributing  factor  to  the  build-up  of 
the  black  root  rot  in  certain  fields.  > Black  root  rot  has  caused  serious 
losses  in  Tennessee,  western  Worth  Carolina,  Virginia,  Kentucky,  Wisconsin, 
and  Connecticut  Valley.  Wumerous  varieties  possessing  varying  degrees  of 
resistance  to  this  disease  have  been  developed  in  the  various  tobacco 
types,  including  flue - cured  (kOO,  kOl,  Vamor  48  and  ^O);  Cigar  tobaccos 
(Havana  l42.  Conn.  49),  and  burley  (Kentucky  l6,  Kentucky  4lA,  Burley  1,  2, 
llA,  IIB,  and  21).  One  of  the  most  promising  parental  sources  of  high 
resistance  "immunity"  to  black  root  rot  is  W.  debneyi  which  is  being  utilized 
in  various  tobacco  breeding  programs.  Although  varieties  possessing  resistance 
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to  black  roo^  rot  are  available^  the  current  need  is  for  varieties  having 
higher  level  of  resistance  and  possessing  these  factors  in  combination 
with  resistance  to  other  important  diseases  in  the  major  tobecco-producing 
areas . 

c . Black  shank 


Black  shank  is  caused  by  a fungus  commonly  called  Phytophthora  parasitica. 
Control  of  the  disease  has  not  been  easy,  particularly  where  the  same  land 
is  used  year  after  year  for  tobacco.  Annuai.  estimated  losses  due  to  this 
disease  alone  in  Worth  Carolina  and  Kentucky  have  amounted  to  7 • 5 and 
1 million  dollars^  respectively^  in  rather  recent  years.  Experimental  find- 
ings indicate  that  wherever  the  fungus  has  become  established;  positive  con- 
trol is  in  the  development  and  use  of  disease-resistant  varieties  in  rotation 
with  other  crops.  Black  shank  was  first  noted  near  Quincy,  Florida,  in 
1915*  By  I92U  the  situation  became  desperate  and  approximately  10  years 
later  a resistant  variety,  Florida  3OI;  developed.  It  has  served  as 
the  parental  source  of  black  shank  resistance  for  the  varieties  no\7  in 
coimnercial  production.  Although  black  shsnk  v^as  reported  in  North  Carolina 
as  early  as  1921,  it  did  not  cause  severe  losses  until  around  1930-  It  was 
approximately  I3  years  later  before  the  first  black  shank  resistant  flue-cured 
variety  was  released  to  growers  in  North  Carolina.  Since  black  shank  disease 
is  spread  by  moving  water,  soil,  and  plants,  it  has  also  become  generally 
distributed  throughout  Tennessee,  Kentucky,  South  Carolina  and  Maryland,  and 
has  caused  severe  losses  in  these  areas.  The  release  of  seed  of  Oxford  1, 

2,  3,  and  A and  later  Dixie  Bright  101  and  102,  V7as  a decided  help  to  growers 
in  the  flue-cured  area.  It  was  not  until  195^  that  seed  of  the  black  shank 
resistant  burley  varieties  was  available  to  farmers.  In  the.  earlier  years 
varieties  which  possessed  a little  resistance  to  this  disease  stood  up  well. 
After  the  disease  incidence  has  accumulated,  there  is  need  for  much  higher 
resistance.  Efforts  to  increase  the  level  of  black  shank  resistance  from 
P’lorida  3OI  have  been  fruitless  because  the  more  highly  resistant  breeding 
lines  have  proved  to  be  lower  in  yield  and  q_uallty.  As  a result  of  this 
situation,  black  shank  I'esistance  of  N.  plumbaginifolia  is  being  used  in 
some  breeding  programs  in  an  effort  to  obtain  a higher  degree  of  resistance 
to  this  disease.  The  increase  and  spread  of  black  shank  has  complicated 
the  breeding  developments  in  that  several  o.f  the  major  diseases  now  exist 
on  a single  farm,  and  resistance  in  a single  variety  to  all  diseases  in  the 
area  is  necessary  for  continued  economic  production. 

d.  Granville  wilt 

Granville  wilt  of  tobacco  is  caused  by  Bacterium  solane.cearum  and  has  been 
present  in  Granville  County,  North  Carolina^  for  about  50  years.  Due  to 
failure  of  control  of  Granville  wilt  by  rotation,  the  development  of 
resistant  varieties  appeared  to  be  the  only  effective  control  measure. 

None  of  the  domestic  varieties  carried  resistance  to  Granville  wilt.  How- 
ever, resistance  to  the  disease  was  obtained  from  a selection  introduced 
from  Colombia,  South  America.  The  identification  of  this  resistance  in 
TI  448A  and  the  transfer  of  these  factors  into  an  acceptable  flue-cured 
variety  required  approximately  10  years,  during  which  time  the  farmers 
suffered  sevei-e  financial  losses  in  crop  yields  and  land  values.  In  1944, 
seed  of  Oxford  26,  with  TI  448A  and  flue -cured  400  parentage  was  released. 

This  variety  increased  the  average  yield  of  tobacco  in  the  flue- cured  area 
from  25  to  50  percent  where  Granville  wilt  had  previously  been  serious. 
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VJliiie  Oxford  26  apioeared  to  "be  satisfactory  in  both  yield  and  quality  when 
released,  it  was  later  replaced  by  Dixie  Bright  2J  and  28.  A development 
of  interest  along  this  same  general  line  was  the  release  in  19->-9  of  Dixie 
Bright  101  and  102,  possessing  combined  resistance  to  Granville  wilt  and 
black  shank.  Current  experimental  information  indicates'  that  flue- cured 
varieties  possessing  a higher- degree  of  resistance  to  both  of  these  diseases 
as  well  as  resistance  to  root  knot,  are  essential  for  continued  production 
on  many  tobacco  farms  and  such  varieties  are  in  prospect. 

e . Fusarium  wilt 

Fu.sarium  wilt  is  caused  by  the  fungus  Fusarium  oxysporum  var.  nicotianae 
J.  Johnson.  It  was  first  recognized  in  Maryland  in  I916  and  'by  19^0  was 
fairly  common  in  Kentucky.  Ciga.r  tobaccos  appear  to  be  highly  resistant. 

In  the  flue-cured  areas  it  is  prevalent  in  parts  of  Worth  and  South  Carolina. 
Fusarium  "v/ilt  of  tobacco  may  be  caused  by  at  least  each  of  three  strains  of 
the  fungus^  \7ith  each  being  rather '-specific  in  its  infection  capabilities. 
Since  it  is  a soil-bome  organism,  an.  effective  method  of  control  is  through 
breeding  for  resistance.  It  is  of  primary  co.ncern  in  Maryland  a,nd  parts  of 
the  hurley  and  flue -cured  producing  areas.  The  Maryland  variety  Robinson 
Medium  Broa'dleaf  is  the  most  widely'-  used  resistant  strain  in  that  area. 
Oxford.  26  and  Dixie  Bright  101  and  102  carrv  resistance  to  this  disease. 
Burley,  tobacco  varieties,  Kentucky  35^  BurD.ey  llA  and  IIB  appear  satis- 
factory^ ,f rom  the  standpoint  of  wilt  resistance,  but  are  susceptible  to. 
other  diseases  which  is  typical  and  further  indicates  the  need  for  multiple 
disease  resistance  within  individual  varieties. 

f . Blue  mold 

Blue  mold  of  tobacco  is  caused  by  the  fungus  Peronospora  tabacina  Adam.  ,lt 
is  a common  disease  in  plant  beds  in  all  of  the  tobacco-producing  areas  , 
with  the  exception  of  Wisconsin.  In  Georgia  destirictive  epidemics 'may  be 
expected  about  every  third  year,  whereas  they  are  less  frequent  and  less 
destructive  in  the  states  as  you  move  northward.  Severe  losses  are 
practically  unknown  in  Tennessee  and  Maryland  although  the  disease  is 
destructive  in  some  localities.  Shading  greatly  incre.ases  the  percentage 
of  plants  killed  and  that  is  why  blue  mold  is  occasionally  destructive  in'’ 
the  Connecticut  'Valley  shade  tobacco  fields  while  Havana  and  Broadleaf 
growing  nearby  in  full  er.ir.light  are  not  seriously  attacked.  Although  this 
disease  may  be  controlled  in  the  plant  beds  through  regular  dusting  and 
spraying  programs,  the  practical  solution  to  this  problem  is  resistant 
varieties  and  considerable  effort  has  been  toward  their  development. 

Current  information  indicates  that  resistance  is  conditioned  by  a niomber 
of  genetic  factors  and  that  these  factors  are  carried  by  one  of  the  wild 
species,  K.  debneyi , which  is  being  used  rather  extensively  in  Various 
breeding  programs. 

g.  Mosaic 


Tobacco  mosaic,  a virus  disease,  is  found  wherever  tobacco  is  grown.  It 
has  been  rare  in  Georgia,  but  prevalent  in  Maryland.  It  is  quite  common 
in  Kentucky,  Tennessee,  and  Virginia  and  states  producing  cigar  tobacco. 

Its  virus  can  be  spread  from  plant  to  plant  merely  by  rubbing  first 
diseased  and  then  healthy  leaves.  It  is  a rather  difficult  disease  to  cope 
with  since  cured  leaves  of  diseased  plants  may  carry  infectious  virus  for 
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as  long  as  25  years.  Although  careful  sanitary  measures  will  reduce  the 
incidence  of  infection^  the  development  of  resistant  varieties  appears 
to  be  the  only  method  for  absolute  control.  A variety,  A;mbalema,  intro- 
duced from  Colombia,  was  found  to  carry  resistance  to  tobacco  mosaic  and 
has  been  used  extensively  in  various  breeding  programs  for  this  purpose. 
Although  it  was  possible  to  transfer  this  resistance  to  various  types  of 
commercial  tobacco,  the  results  have  been  disappointing  since  no  one  has 
been  able  to  obtain  the  desired  resistance  to  this  disease  with  acceptable 
plant  type.  Tobacco  breeders  are  currently  using  W.  glutinosa  as  a source 
of  tobacco  mosaic  resistance,  with  considerable  progress  in  the  development 
of  breeding  lines  and  varieties. 

h.  Root  knot 

Root,  knot  was  formerly  considered  the  only  nematode  root  disease  of  tobacco. 
Althou^  experimental  information  indicates  that  root  knot  can  be  effectively 
controlled  at  least  in  light  soils  by  foimigation  and  rotation,  the  develop- 
ment of  resistant  varieties  would  be  desirable.  It  has  been  found  that 
TI  706,  an  introduction  from  Central  America,  was  highly  resistant  to  the 
nematodes  which  cause  the  root  knot  disease  and  has  been  used  in  breeding 
programs.  Some  of  the  related  tobacco  species,  also  carry  nematode 
resistance  and  are  being  utilized  in  breeding  programs.  Current  information 
indicates  that  black  shank  and  Granville  wilt  resistance  breaks  down  in  the 
presence  of  the  root  knot  disease,  thus  indica,ting  the  need  not  only  for 
resistance  to  these  diseases  but  also  to  the  interaction  among  them. 

Multiple  resistance  appears  to  be  a necessity. 

IV.  Tobacco  Insect  Research  Outlook'^' 

.-The  control  of  insect  pests  has  long  been  of  great  importance  in  the  grow- 
ing of  tobacco.'  Some  insects  damage  the  young  plants  in  the  seed  beds, 
others  cause  stunting  of  the  growing  plant  or  devour  or  seriously  damage 
large  quantities  of  the  tobacco  leaves.  On  cigar  wrapper  tobacco 
especially  insect  damage  cannot  be  tolerated.  In  spite  of  widespread 
use  of  the  available  insecticides,  the  average  annual  loss  to  the  tobacco 
crop  by  all  insects  for  the  period  19^2-51  is  estimated  at  about  109 
million  dollars  or  about  11  percent. 

Lead  arsenate  was  used  extensively  during  the  first  half  of  the  20th 
Century  to  control  homworms,  budworms,  and  flea  beetles  on  tobacco. 

Research  has  made  it  possible  to  recommend  such  new  chlorinated  hydrocarbon 
insecticides  as  TDE,  DDT,  and  endrin,  which  since  about  1952  have  largely 
supplanted  the  use  of  lead  arsenate  for  control  of  insect  pests  on  tobacco. 
These  provide  more  effective  control  and  are  less  objectionable  than  the 
arsenicals  from  the  standpoint  of  residues.  The  green  peach  aphid 
suddenly  became  an  important  pest  of  tobacco  in  19^6  in  most  areas  where 
that  crop  is  grown.  Research  promptly  demonstrated  the  effectiveness  of 
parathion  and  its  widespread  use  has  enabled  tobacco  growers  to  hold  down 
the  damage  from  this  serious  new  pest.  Certain  insecticides,  such  as 
benzene  hexachloride  and  toxaphene,  which  are  effective  against  tobacco 
pests,  have  been  shown  to  impair  the  flavor  of  the  cured  tobacco  and 
growers  are  cautioned  against  using  such  materials.  Thus  research  is  not 
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only  providing  more  effective  means  of  preventing  losses . of  i. tobacco  due 
to  irisects,,  but  is  also  enabling  growers  to  protect  their  crop  with  less 
hazard-  of  having  it  down-graded  on  the  market^  or  even  I’ejected;,  because 
of  adverse  effect  on  flavor  or  the  presence  of  undesiraole  residues. 

Increased  attention  is  now  being  given  to  determining  the  usefulness  of 
natural  enemies  for  the  control  of  insects  Injurious  to  tobacco.  It  has 
been  found  that  wasps  that  destroy  many  homworms  will  nest;  In  artificial 
shelters.  Research  begun  this  year  in  ilorth  Carolina  suggest^- that  the  use 
of  such  shelters  to  attract  these  "wasps  to  tobacco  fields  may' provide  a 
practical  and  inexpensive  means  of  effecting  substantial  reductions  in 
damage  due  to  hornworms.  The  possibility  of  utilizing  diseases  of  insects 
in  the  control  of  hornworms budworms^  and  aphids  on  tobacco  is  also  being 
studied.  Should  any  of  these  lines  of  research  prove  fruitful,  tobacco 
growers  might  in  the  future  be  able  to  produce  their  crop  with  fewer 
applications  of  insecticides  than  are  now  needed. 

An  attempt  is  currently  being  made  to  develop^  through  research,  a reliable 
method  whereby  tobacco  growers  coi-’l-d  be  advised  when  and  vzhere  insecticide 
applications  are  necessary  to  control  homworms . Availability  of  such  a 
method  woilLd  enable  the  Extension  Service  to  alert  the -growlers  on  prevailing 
hornworm  conditions.  This  would  help  them  to  determine,  when  and  where  treat- 
ments are  needed  and  to  avoid  making  insecticide  applications  when  such  are 
not  necessary. 


V_.  _ ■ Quality  Outlook 

Tobacco  quality  has  long  been  evaluated  by  empirical  methods  associated 
with  color,  - texture,  and  aroma  of  the  cured  leaf.  Also  it  is  recognized 
that  such  methods  do  not  always  provide  sufficient-reliable  information 
concerning  quality  in  tobacco.  To  help  meet  this  situation,  tobacco  com- 
panies generally  have  rather  recently  established  or  expanded  chemical 
evaluation  laboratories  of  considerable  size . ''/Scientific  evaluation  of 
the  leaf  and  tobacco  products  in  many  new  and  diverse  ways , including  the 
utilization  of  smoking  panels,  has  been  undertaken.  The  earlier  chemical 
determinations  used  in  these  laboratories  and  those  of  the  Federal  and 
State  experiment  stations  were  limited  principally  to  ash  constituents 
and  large  groups  of  organic  compounds,  such  as  total  reducing  substances 
or  total  nitrogen.  During  the  past  twenty  to  twenty- five  years,  there 
has  been  a growing  interest  between  the  scientifically  trained  men  in  the 
institutions  advising  the  faimer  on  how  to  produce  the  cured  leaf  and  those 
in  the  industry  which  used  this  product.  Today  their  interest  and  activities 
have  become  joint  though  highly  specialized  and  are  directed  toward  the 
mutual  problem  of  quality.  Currently  the  compocmds  which  make  up  tobacco 
are  being  investigated  by  several  tobacco  companies.  Each  employ  large 
research  laboratory  staffs,  often  a group  as  large  as  the  total  number  of 
tobacco  chemists  in  the  United  States  twenty  years  ago.  Even  some  smaller 
companies  conduct  or  support  some  chemical  research  assistance.  Mso  many 
of  these  companies  are  supporting,  either  directly  or  by  cooperative 
activities,  research  in  State  and  Federal  experiment  stations  and  other 
agencies  or  consulting  organizations  on  problems  related  to  tobacco  quality. 
These  are  research  activities  distinct  from,  and  in  addition  to  work  for 
chemical  information  on  processing  control  and  annual  crop  evaluation. 

Quality  research  has  become  a cooperative  effort  and  the  trends  are  toward 
more  productive  cooperative  research  in  tobacco  chemistry. 
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Nicotine^  long  recognized  as  the  characteristic  compoixad  of  tobacco  has 
been  investigated  for  many  years . Recently  it  has  been  shovna  that  there 
are  numerous  related  compoimds^  often  heretofore  considered  collectively 
th8-t  require  further  investigation  and  clarification.  The  same  is  generally 
true  of  most  if  not  all  other  complex  compounds  that  are  associated  with 
quality  and  use  of  leaf  tobacco.  The  physical  characteristics  of  tobacco 
that  determine  or  are  associated  with  quality  such  as  color,  texture,  and 
fire-holding  capacity,  could  profitably  be  investigated.  This  is  a fertile 
field  of  investigation  where  characteristics  may  be  associated  with  the 
production  of  quality  leaf  and  its  use  values . 

As  new  scientific  methods  for  quality  evaluation  have  been  developed,  they 
have  been  utilized  in  combin3.tion  with  the  older  empirical  methods.  The 
current  trend  concerning  cooperative  efforts  among  the  scientists,  growers, 
and  manufacturers,  together  with  more  liberal  policies  for  public  release 
of  the  information  obtained  by  each,  is  certain  to  result  in  better  methods 
of  quality  evaluation.  This  is  taking  place  even  though  the  scientific 
facilities  being  utilized  to  study  the  farmers'  problems  specifically  have 
not  been  expanded  on  a comparable  basis  to  research  efforts  in  solving 
problems  of  the  manufactuers . This  joint  effort  toward  scientific  develop- 
ments in  these  quality  investigations  of  tobacco  now  projected  toward 
production  problems  on  one  hand  and  utilization  on  the  other,  is  certain 
to  produce  results  helpful  to  both  the  farmer  and  manufacturer  even  though 
not  as  rapidly  as  we  would  like. 

VI . In  Conclusion 

High  domestic  and  current  competitive  world  production  of  tobacco  leaf  is 
most  certain  to  lay  future  research  emphasis  on  quality  and  economic 
aspects  of  tobacco  production.  To  this  end  the  current  research  emphasis 
on  basic  quality  characteristics  of  tobacco  and  economy  of  production 
through  improved  varieties  and  practices  based  on  new  information  plays  a 
most  significant  role  in  the  research  outlook. 


Marketing  Quotas 
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MlARKETING  QUOTAS  AlO  PRICE  SUPPORT 


The  Agricultural  Adjustment  Act  of  1938^  as  amended,  provides  for  market- 
ing quotas  on  tobacco- 'to  promote,  fester,  and  maintain _ an _prderly  flow  of 
tobacco  in  interstate  and  foreign  commerce,  and  thereby  enable-  farmers, 
who  cannot  do  so  individually,  to  work  together  to  maintain' supplies  in 
line  with  demand. 

The  Act  groups  the  various  types  of  tobacco  into  eight  kinds,  as  follows: 

Flue -cured- -Types  11,  12,  I3  and  l4 
Fire -cured- -Types  21,  22,  23  and  24  - 
Dark  air- cured- -Types  35  and  36 
Virginia  sun- cured- -Type  37 

Burley- -Type  3I  .i-v.  ■ 

Maryland- -Type  32  --i:  ■ • 

Cigar-filler  and  c-igar-binder- -Types  42  through  46  ■ 
and  51  .through  55 
Cigar- filler- -Type  4l 

The  A.ct  requires  the  Secretary  to  proclaim,  not  later  than  December  1, 
a national  marketing  quota  for  each  kind  of  tobacco  for  each  of  the 
next  three  succeeding  marketing  years,  except  that  if  producers  dis- 
approve quotas  in  referenda  held  in  three  successive  years  subsequent 
to  1952,  rib  quota  will  be  proclaimed  until  the  end  of  the  three-year 
period  for  which  quotas  were  disapproved  (unless  prior  to  November  1C 
one-fourth  of  the  growers  petition  the  Secretary  to  proclaim  a quota) . 

The  Act  requires  the  Secretary  to  announce,  - prior  to  the  first  day  of 
December,  the  amount  of  the  national  marketing  quota  for  each  kind  of 
tobacco  in  terms  of  the  total  quantity  of  tobacco  which  may  be  marketed 
which  will  make  available  during  -the  next  marketing  year  a supply  of 
tobacco  equal  to  the  reserve  supply  level.  The  Act  defines  the  total 
supply  as  the  carry-over  at  the  beginning  of  the  marketing  year  plus 
the  estimated  production  during  the  current  year.  The  reserve  supply 
level  is  a normal  year's  domestic  consumption  and  exports  plus  175  per- 
cent of  a normal  year' s domestic  consumption  and  65  percent  of  a normal 
year's  exports,  plus  5 percent  thereof. 

The  folloring  table  shows  the  computation  of  the  national  marketing 
quota  for  flue-cured  tobacco  for  the  195^-57  marketing  year: 


Prepared  by  Tobacco  Division^  Commodity  Stabilization  Servi6e'>  "USDA 
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Flue- cured  Tobacco:  Types  Acreage,  Yield,  Price,  Production, 

Stocks,  Supply,  and  Disappearance,  19^5-55 


Year 

.•Acreage 

:har- 
: vested 

: Yield 

:per 

:acre 

Price : 
per  : 
lb.  : 

Pro- 

duction 

: : : Disappearance  : Ratio  sup- 

•.Stocks  : Supply  : :Ex-  :Do-  :ply  to  dis- 

:July  1 :July  1 ’.Total  :ports  :mestic  ;appearance 

1,000 

Acres 

Lbs. 

Cts. 

Mill 

ion 

Pound 

s 

1945 

1,078.7 

1,088 

43.6 

1,173.5 

1,126.3 

2,299.8 

1,152.4 

485.1 

667.3 

2.0 

1946 

1,188.8 

1,137 

48.3: 

1,352.0 

1,147.4 

2,499.4 

1,212.6 

553.^ 

659.2 

2.1 

1947 

1,161.2 

1,135 

41.2 

1,317.5 

1,286.8 

2,604.3 

1,054.1 

359.3 

694.8 

2.5 

1948 

883.8 

1,233 

49 . 6 

1,089.6 

1,550.2 

2,639.8 

1,101.6 

382.1 

719.5 

2.4 

1949 

935.4 

1,191 

47.2 

1,114.5 

1,538.2 

2,652.7 

1,168.2 

438.9 

729.3 

2.3 

1950 

958.4 

1,312 

54.7 

1,257.3 

1,484.5 

2,741.8 

1,184.3 

427.7 

756.6 

2.3 

1951 

1,110.1 

1,309 

52.4 

1,452.7 

1,557.5 

3,010.2 

1,279.4 

502.2 

777.2 

2.4 

1952 

1,111.3 

1,229 

50.3 

1.365.3 

1,730.8 

3,096.1 

1,244.2 

416.6 

827.6 

2.5 

1953 

1,021.8 

1,245 

52.8 

1,272.2 

1,851.9 

3,124.1 

1,209.9 

431.2 

777-8 

2.6 

1954 

1,042.2 

1,261 

52.7 

1,314.4 

1,915.1 

3,229.5 

1,204.5* 

434.5* 

770.0* 

2.7* 

1955 

995.3*1,281^ 

1,275.0*  2,025.0* 

3,300.0* 

■^Estimated 

Formula  for  Computing  Quota  (Million  Pounds) 


Estimated  Carryover,  July  1,  1955  2,025 
Estimated  Production,  1955  1^275 
Estimated  Total  Supply,  1955-56  3^300 
Estimated  Disappea/ance,  1955-56  1,246 
Estimated  Carryover,  July  1,  1956  2,054 

Normal  Year' s Domestic  Consumption  800 
Add  17%  1,400 
Normal  Year's  Exports  445 
Add  65fo  289 
Normal  Supply  2,934 
Add  5fo  l47 
Reserve  Supply  Level  3,08l 
Less  Estimated  Carryover  2,054 
Computed  Quota  1,027 
Add  lO'/o  to  prevent  undue  restrictions 

on  marketings  IO3 
National  Marketing  Quota  1,130 


The  Secretary  apportions  the  national  marketing  quota  among  the  several 
States,  on  the  basis  of  production  during  the  preceding  five  years,  and 
converts  the  State  marketing  quota  (pounds)  into  a State  acreage  allotment 
(acres)  on  the  basis  of  the  average  yields  per  acre  during  the  preceding 
five  years.  Local  Agricultural  Stabilization  and  Conservation  Committees 
allot  the  State  acreage  allotment  among  farms  on  the  basis  of  the  past 
acreage  of  tobacco  gTo\m  on  the  farm;  the  land,  labor,  and  equipment 
available  for  the  production  of  tobacco;  and  other  factors.  Any  pro- 
ducer who  is  dissatisfied  vath  the  acreage  allotment  established  for 


his  farm  may  have  such  allotment  reviewed  "by  a local  review  committee 
appointed  by  the  Secretary  and  by  the  courts. 

The  Act  directs  the  Secretary  to  conduct  a referendum  to  determine  whether 
growers  of  each  kind  of  tobacco  are  in  favor  of  or  opposed  to  quotas  for 
the  next  three  succeeding  marketing  years.  If  more  than  one-third  of  the 
growers  voting  oppose  quotas^  such  results  are  proclaimed  by  the  Secretary 
and  the  quota  becomes  ineffective. 

The  County  ASC  Committee  arranges  for  the  measurement  of  the  acreage  of 
tobacco  grom  on  each  farm.  If  the  acreage  is  not  greater  than  the 
allotted  acreage,  all  tobacco  produced  on  the  farm  may  be  marketed  free 
of  penalty  and  is  eligible  for  Government  price  support.  If  the  acreage 
grown  on  the  farm  is  in  excess  of  the  allotted  acreage,  no  tobacco  from 
the  farm  is  eligible  for  price  support  and  the  tobacco  is  subject  to 
penalty.  The  farmer  may  destroy  the  excess  tobacco  prior  to  the  marketing 
of  any  tobacco  from  the  farm  and  become  eligible  for  price  support  and 
avoid  the  payment  of  penalty. 

The  present  quota  program,  was  fairly  successful  in  maintaining  supply  near 
a balanced  position  with  demand  for  several  years.  Production  of  flue- 
cured  tobacco  during  the  current  marketing  year  is  estimated  to  be  250 
million,  ppunds  in  excess  of  current  annual  disappearance.  Production  of 
burley;  I tobacco  during  the  preceding  four  years  has  exceeded  disappearance 
by  about-  350  million  pounds,  and  a burdensome  surplus  has  resulted. 

Stocks  Oif  fire -cured  and  dark  air-cured  tobacco  are  excessive  in  relation 
to  current  usings  and  exports. 

Legislation  enacted  at  the  last  session  of  the  Congress  was  designed 'to 
strengthen  the  administration  of  the  tobacco  marketing  quota  program. 
Public  Law  21  directed  the  Secretary  to  redetermine  the  1955  burley  quota 
on  the  basis  of  later  statistics.  This  resulted  in  an  over-all  reduction 
of  25  percent  in  burley  allotments  for  1955*  This  law  also  (l)  reduced 
the  minimum  burley  allotment  from  seven-tenths  of  an  acre  to  five-tenths 
of  an  acre;  (2)  provided  that  any  acreage  grown  in  excess  of  allotments 
for  any  kind  of  tobacco  shall  not  be  taken  into  account  in  establishing 
subsequent  allotments;  (3)  increased  the  penalty  on  the  marketing  of 
excess  tobacco  from  50  percent  to  75  percent  of  the  average  market  price 
during  the  preceding  year;  and,  (4)  provided  for  a reduction  in  the  farm 
acreage  allotment  for  filing  a false  acreage  report.  : 

Public  Law  96  directed  the  Secretary  to  make  a study  and  a report  to 
the  Congress  on  the  various  methods  of  marketing  controls  which  have 
been  or  could  be  made  applicable  to  burley  tobacco.  Public  Law  279 
eliminated  the  provisions  whereby  quotas  could  be  approved  for  one  year, 
and  provides  only  for  voting  in  favor  of  or  opposed  to  quotas  for  three- 
year  periods.  Public  Law  35I  provides  that  in  establishing  burley  acreage 
allotments  for  195^,  1957^  and  1958^  no  reduction  will  be  made  for  under- 
planting  if  the  harvested  acreage  was  as  much  as  50  percent  of  the  allot- 
ment during  any  one  of  the  preceding  five  years. 

Extensive  efforts  were  made  to  obtain  more  accurate  measurement  of  tobacco 
acreages  in  1955*  Further  use  was  made  of 'heirial  photographs.  Additional 
training  and  closer  supervision  of  reporters  was  provided.  In  order  to 
eliminate  the  so-called  tolerance,  acreages  were  carried  in  hundredths 


rather  than  dropping  or  rounding  to  the  nearest  tenth  of  an  acre.  In 
a further  effort  to  strengthen  administration  of  the  program^  the  Depart- 
ment proposed  to  request  the  Congress  to  amend  the  law  to  provide  if  the 
acreage  harvested  on  the  farm  exceeds  the  allotment,  penalty  will  be  due 
and  the  tobacco  will  not  be  eligible  for  price  support.  Present  legis- 
lation authorizes  the  disposition  of  excess  tobacco  up  until  the  time 
tobacco  is  marketed  from  the  farm. 

Price  Support  Program 


Early  Development 

Tobacco  prices  were  first  supported  with  Federal  funds  by  the  Farm  Board 
on  the  1931  crop  of  type  22  and  type  23  fire-cured  tobacco.  In  193^; 
Commodity  Credit  Corporation  began  supporting  tobacco  prices  and  at  the 
same  time  assumed  from  Reconstruction  Finance  Corporation  all  outstanding 
loans  on  1931  through  1935  crops.  CCC  first  extended  cigar  tobacco  price 
supports  on  the  I938  Southern  Wisconsin  crop.  The  supports  were  made  on 
a farm  storage  loan  basis.  The  results  indicated  that  farm  storage  loans 
were  not  a satisfactory  price  support  method  for  tobacco. 

With  the  outbreak  of  World  War  II  in  September  1939/  British  buying  power 
withdrew  from  the  flue-cured  market.  A market  holiday  was  declared  dur- 
ing which  a marketing  quota  referendum  was  held.  Quotas  were  approved 
and  a price  support  purchase  program  using  regular  commercial  buying 
organizations  was  inaugurated  in  the  flue -cured  area.  Purchase  programs 
were  continued  in  the  flue-cured  area  through  the  war  years.  A burley 
tobacco  price  support  loan  program  was  inaugurated  v^ith  the  19^0  crop. 

Support  Level  ■l'.  • 

» 

The  support  level  for  the  various  kinds  of  tobacco  ranged  from  65  to  75 
percent  of  parity  in  19^0.  In  19^1)  the  level  was  increased  to  85  per- 
cent of  parity  and  their  extension  made  mandatory  by  law.  In  19^2,  the 
loan  level  was  increased  by  statute  to  90  percent  of  parity.  The  Agri- 
cultural Act  of  19^8  put  tobacco  price  supports  on  a sliding  scale  and 
on  modernized  parity.  The  Agricultural  Act  of  19^9  P^t  tobacco  supports 
at  (a)  90  percent  of  parity  if  quotas  are  in  effect,  (b)  zero  if  quotas 
have  been  disapproved,  and  (c)  on  a sliding  scale  if  quotas  are  not  in 
effect  but  have  not  been  disapproved.  Changes  in  the  method  of  calculating 
parity  contained  in  the  Act  of  19^9  increased  the  support  level  for  all 
kinds  of  tobacco- substantially  beginning  with  the  1950  crop.  The  same 
Act  made  provision  for  announcement  of  minimum  support  levels  prior  to 
planting  time . 

■ 2 . 

Grade  Support  Price  Differentials 

The  Department  must  convert  the  support  level  into  support  prices  for 
each  of  the  approximately  100  grades  of  the  major  kinds  of  tobacco.  The 
first  step  in  this  process  is  determining  the  historical  average  volume  in 
each  grade  based  on  data  accumulated  and  supplied  by  the  Tobacco  Division, 
AMS.  The  next  step  is  the  establishment  of  a support  price  for  each  grade 
V which  when ^muliii plied  by  the  voiliane  in  each  grade  will  equal  the  support 
o level.  .1  3; 
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In  the  case  of  tobacco^  these  individual  grade  rates  or  differentials 
are  established  by  a "collective  judgment"  process  rather  than  by 
statistical  derivation.  The  judgment  of  all  segments  of r the.: tobacco 
industry  and  particularly  of  the  grower  associations '4s.  obtained  and 
utilized.  Support  prices  by  grades  are  intended  to  refledt  the  current 
relative  value  in  the  market  of  the  various  grades/"  excluding  tempora.ry 
supply  imbalances  and  price  fluctuations.  The  grade  support  rates  are 
announced  prior  to  the  beginning  of  the  marketing  season. 

■•How  Price  Support  is  Offered 

O' 

•/In  the  auction  marketing  area,  growers  display  their  tobacco  for  sale  in 
the  auction  warehouse  in  the  usual  manner.  U.  S.  Tobacco  Inspectors  of 
the  Tobacco  Division,  MS,  inspect  each  lot  of  tobacco  assembled  for  the 
sale  and  assign  a U.  S.  Government  grade.  The  assignment  of  a Government 
grade  has  the  effect  of  establishing  a "silent  bid"  of  the  support  rate 
for  the  lot  of  tobacco.  The  tobacco  is  then  auctioned  and  any  lot  upon 
which  the  high  bid  in  the  auction  does  not  exceed  the  support  price,  is 
consigned  to  the  Association  under  contract  v^ith  CCC  to  handle  the  price 
support  program  in  the  area  unless  the  grower  is  a non-cooperator  under 
the  quota  program  or  declines  to  join  the  association. 

In  the  non-auction  areas,  the  grower  delivers  his  tobacco  to  a central 
receiving  point  established  and  operated  by  the  contracting  association 
where  the  Government  grade  is  assigned.  The  grower  then  decides  whether 
to  consign  the  tobacco  to  the  association  to  be  pledged  for  loan  or  to 
remove  it  from  the  receiving  point  and  make  other  disposition  arrangements. 

Tobacco  Price  Support  Program  Operating  Responsibility 

The  Tobacco  Division,  CSS,  is  assigned  the  responsibility  for  making 
price  supports  available.  The  Division  prepares  an  annual  program 
authorization,  which  when  approved  by  the  Board  of  Directors,  CCC,  and 
the  Secretary  sets  forth  the  basic  policy.  Since  1946,  the  annual  program  •- 
authorization  has  provided  for  making  price  support  available  only  through 
non-governmental  organizations,  usually  grower  cooperative  associations. 
Pursuant  to  a loan  agreement  between  CCC  and  the  association,  the 
as sociation_ contracts  with  auction  warehouses  so  that  the  warehouse  pays 
the  grower  foplthe  tobacco  consigned  for  loan  in  the  same  way  he  pays  the 
grower  for  tobacco  purchased  by  any  buyer.  The  warehouse  is  reimbursed  by 
the  association  with  funds  borrowed  from  CCC  through  a bank  in  the  area 
acting  as  a fiscal  agent  for  CCC.  The  tobacco  is  removed  from  the  ware- 
house by  the  tobacco  packing  company  under  contract  with  the  association 
to  redry  and  pack  the  tobacco.  After  the  tobacco  is  packed,  it  is  shipped 
to  designated  storage  warehouses  under  contract.Ato  the  association.  In 
the  non-auction  areas,  the  association  generally  owns  or  leases  the 
receiving  point  but  contracts  commercially  for  the  sorting  and  packing 
services.  The  associations  select  the  packing  and  storage  contractors, 
but  the  Tobacco  Division,  CSS,  acting  for  CCC,  reserves  the  right  to  dis- 
approve any  facility  v/hich  is  determined  to  be  unsatisfactory. 

The  relationship  between  CCC  and  the  associations  is  unique  as  contrasted 
with  the  normal  lender-borrower  relationship,  since  the  loan  is  non- 
recourse and  the  level  and  amount  of  the  loan  is  not  related  to  the  assets 
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of  the  association.  The  relationship  is  in  many  respects  similar  to  a 
"joint  account"  business  relationship;  that  is,  CCC  provides  the  money 
and  the  association  provides  ..the  personnel  and  operating  management. 

Sales  Prices  and  Sales  Policies 

The  associations  offer  the  loan  tobaccos  for  sale  at  catalogue  list  prices. 
In  establishing  list  sales  prices,  the  collective  judgment  approach  is 
again  utilized  with  the  Government  personnel  and  the  association  sitting 
down  together  and  arriving  at  the  prices  at  which  each  grade  and  lot  is 
to  be  offered.  Generally,  a small  mark-up  is  placed  on  the  tobacco  since 
the  primary  objective  is  to  sell  the  tobacco  for  enough  to  fully  repay 
the  loan.  The  extent  to  which  the  mark-up  is  expected  to  achieve  more 
than  this  is  determined  by  sales  prospects  in  the  light  of  the  supply, 
demand  and  price  situation.  Obviously,  the  tobacco  can  be  sold  with 
enough  mark-up  to  produce  an  overage  for  the  grower  only  when  supplies 
are  not  excessive.  The  tobaccos  are  sold  by  the  associations  on  a first 
come,  first  served  basis.  Prices  are  the  same  whether  the  tobacco  is  for 
domestic  use  or  exportation.  Sales  are  made  on  a commercial  invoice 
basis  as  distinct  from  a cash  on  delivery  basis. 

How  Sales  Proceeds  are  Applied  to  the  Loan  Indebtedness 

The  tobacco  price  support  program  differs  from  other  price  support  opera- 
tions in  that  neither  the  grower  nor  the  association  is  permitted  to 
redeem  and  withdraw  from  loan  a particular  lot  or  grade  of  tobacco. 

Instead,  as  sales  of  loan  tobacco  are  made,  the  full  sales  proceeds, 
including  any  mark-up  above  the  amount  loaned  on  the  tobacco,  are  applied 
to  the  crop  indebtedness.  In  this  way, , the  mark-up  on  the  grades  v^ich 
sell  readily  serves  to  reduce  the  indebtedness  on  the  remaining  tobacco 
and  thus  reduces  the  risk  of  loss  to  CCC.  Also,  the  loans  have  no 
maturity  date  and  usually  remain  outstanding  until  the  loan  collateral 
is  all  sold. 

Until  recently,  the  tobacco  price  support  program  has  been  handled  on  a 
straight  crop  year  "pool"  basis;  that  is,  any  net  gains  remaining  after 
repayment  of  the  CCC  loan  for  each  crop  year  was  retained  by  the  Associa- 
tion for  the  benefit  of  the  participating  growers  and  any  deficit  resulting 
from  the  sale  of  the  tobacco  of  each  crop  year  for  less  than  the  amount 
of  the  CCC  loan  was  absorbed  by  CCC.  However,  recently  the  associations 
were  offered  an  arrangement  under  which  one-half  of  the  "overplus"  of  any 
crop  year  will  be  applied  toward  the  loan  indebtedness  of  another  crop 
year  in  exchange  for  a reduction  of  approximately  one  percent  in  the 
interest  rate,  effective  at  the  end  of  the  marketing  year  for  each  crop. 

The  other  half  of  the  "overplus"  will  constitute  "net  gains"  for  the 
growers.  This  arrangement  has  been  accepted  by  most  of  the  associations 
and  should  significantly  reduce  the  risk  of  loss  to  CCC. 

Summary 

The  Commodity  Credit  Corporation  has  financed,  from  the  inception  of  the 
program  through  September.  30,  1955 > a total  of  more  than  four  billion 
pounds  of  tobacco  having  a value  of  almost  $1,900  million.  These  opera- 
tions have  resulted  in  a recorded  gain  to  CCC  of  about  $4,750,000.  These 


13} 

- 1+7  - 

figures  do  not  take  into  consideration  interest  income  to  CCC  on  the 
tobacco  loans  which  have  been  repaid,  the  interest  expense  to  CCC  for 
funds  borrowed,  fees  paid  to  banks  servicing  the  program,  and  the  appli- 
cable portion  of  CCC's  general  overhead  expenses  involved  in  administering 
the  program. 

The  total  interest  income  to  CCC  collected  from  tobacco  loans  on  the  1946 
and  subsequent  crops  has  amounted  to  about  $28,700,000  through  September  30; 
1955-  Offsetting  this  income  are  the  CCC  expenses  which  include  the  cost 
of  money  to  CCC  (interest  expense)  which  would  roughly  approximate 
$16,000,000,  fees  paid  to  servicing  agent  banks  of  about  $400,000,  and 
other  general  overhead  expenses  which  are  applicable  but  are  not  charged 
against  the  individual  commodity  programs . The  inclusion  of  these  items 
of  income  and  expense  in  determining  the  over-all  program  results  would 
increase  the  gain  to  CCC  shown  above  an  additional  $11,000,000  to  $12,000,000. 
The  gain  indicated  above  does  not  include  the  net  gains  for  the  growers  of 
about  $18,000,000  which  the  grower  cooperative  associations  have  realized 
after  repayment  of  the  CCC  loans,  including  interest,  on  those  crops  v/hich 
have  been  completely  disposed  of  since  1946. 

CCC's  current  investment  in  tobacco,  as  of  September  30,  1955;  amounts  to 
almost  $500,000,000,  on  about  937  million  pounds,  packed  weight.  The 
bulk  of  this  tobacco  is  of  the  1951  through  1955  crops,  although  there 
remain  fairly  small  quantities  of  tobacco  of  the  1946  through  1950  crops. 
Following  is  a table  which  shows  the  total  quantity  and  value  of  tobacco 
financed  by ■ CCC  and  the  balance  on  hand  as  of  September  30,  1955* 

Tobacco  Financed  by  Commodity  Credit  Corporation 
from  Inception  of  Program  to  September  30,  1955 


Balance  on  Hand, 
Total  Financed  Sept.  30,  1955 


) • t 

Quantity* 

Crop  Year 

(1000  lb.) 

1931  thru  1945 

1,680,834 

1946  thru  1950 

1,080,492 

1951 

237; 159 

1952 

328,762 

1953 

255;638 

1954 

338,475 

1955 

158,079 

Total 

4;079;439 

*Packed  weight. 


Value 

Quantity* 

Value 

($1,000) 

(1000  lb.) 

($1,000) 

$ 707,751 

- 

$ 

468,135 

35,933 

12,930 

131,190 

75,613 

39,118 

165,030 

116,425 

48,646 

118,866 

224,783 

104,070 

199,548 

326,277 

192,765 

101,956 

158,079 

101,930 

$1,892,476 

937,110 

$499,459 
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TOBACCO  CROP  Ii'JSURAi\TCE 


Federal  all-risk  crop  insurance  on  tobacco  crops  is  now  operating  in  127 
counties  throughout  the  various  tobacco-producing  areas.  Through  the 
medixira  of  this  insurance  lll,l68  tobacco  farmers  made  sure  in  1955  that 
hazards  beyond  their  control  could  not  rob  them  of  their  production  costs 
as  well  as  their  profit. 

Tobacco  crop  insurance  has  been  operating  since  19^5  when  it  was  initiated 
in  13  counties  with  12,58?  farmers  availing  themselves  of  this  first  oppor- 
tunity presented  to  U.  S.  tobacco  farmers  to  protect  their  crop  invest- 
ments through  insurance  against  losses  from  the  natural  production  hazards 
of  weather,  disease  and  insects  beyond  their  control.  Since  its  start, 
the  number  of  counties  in  which  tobacco  crop  insurance  was  offered  has 
been  gradually  expanded  and  the  volume  of  business  has  increased  from 
$676,691  of  premium  income  in  19^5  to  $2,708,0l4  in  1955-  The  total 
protection  provided  in  1955  .was,.$72,661+,452. 

The  coverage  offered  vinder  all-risk  crop  insurance  is  designed  to  cover 
a major  part  of  the  cost  of  producing  the  tobacco  crop.  The  premixmas 
are  established  on  the  basis  of  the  risk  of  producing  the  tobacco  crop 
and  are  intended  to  cover  indemnities  and  build  premixxm  reserves  for  use 
in  years  when  widespread  crop  disaster  strikes  the  tobacco  crop  such  as 
1953  when  crop  insurance  paid  $1.88  in  losses  for  each  $1.00  of  premixom 
collected  that  year.  After  eleven  years  of  operation,  the  tobacco  insur- 
ance experience  shows  a small  premixim  reserve  accxamxlLated.  Premiums  have 
exceeded  the  indemnities  paid  under  the  total  program  in  nine  of  the 
eleven  years.  The  1955  experience  was  good  on  an  over-all, basis  although 
severe  losses  occurred  due  to  the  hurricane  and  flood  damage  in  a few 
coxinties  with  indemnities  in  Hartford  Coxonty,  Connecticut,  expected  to 
approximate  $400,000  when  loss  adjustment  work  is  completed. 

Federal  crop  insurance  is  a,  type  of  insurance  not  available  from  private 
insurance  companies  that  is  offered  by  the  Federal  Crop  Insurance  Corpo- 
ration, an  agency -of  the  United  States  Department  of  Agriculture.  It 
covers  against  essentially  all  of  the  xinavoidable  causes  of  crop  losses 
such  as  drought,  flood,  hail,  wind,  frost,  lightning,  fire,  excessive 
rain,  snow,  wildlife,  hurricane,  tornado,  insect  infestation,  plant 
diseases  and  such  other  unavoidable  causes  of  loss  as  may  be  determined 
by  the  Corporation's  Board  of  Directors. 

Insurance  of  the  crop  is  effected  by  guaranteeing  the  farmer  a specified 
amount  of  protection,  and  if  his  returns  fall  below  this  guarantee,  he  is 
indemnified  for  the  shortage.  If  enables  the  farmer  to  put  a floor  xmder 
the  amount  of  loss  he  could  suffer  in  the  event  of  crop  failure.  He  must, 
of  course,  apply  for  the  protection  before  he  plants  the  crop.  His  con- 
tract continues  in  force  from  year  to  year  xmless  cancelled,  end  the 
amount  of  protection  and  premixom  is  established  annually  fixjm  the  insxu'ed's 
report  of  all  insurable  acreage  of  tobacco  in  xdiich  he  has  an  interest  at 
the  time  of  planting.  Coverages  and  rates  vary  between  coxinties  and  far- 
mers within  coxmties  based  on  production  history  and  the  risk  of  loss. 
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Quality  is  an  important  factor  in  the  production  of  tobacco  and  is  recog- 
nized in  the  crop  insurance  protection  by  using  the  price  at  which  the 
tobacco  sells  to  value  the  production  in  determining  the  amount  of  loss. 

ThuS;,  if  the  general  quality  of  a farmer's  crop  is  unusually  low- -perhaps 
an  unusually  large  proportion  of  low  grades- -this  poor  quality  will  be 
reflected  in  the  price  at  which  it  is  sold  and  consequently  in  the  indemnity. 

^-Jhile  the  price  at  which  tobacco  is  sold  is  related  quite  closely  to  the 
quality^  it  also  is  affected  by  the  level  of  the  general  market  price  for 
tobacco  of  that  type.  To  exclude  payment  of  indemnity  for  decline  in 
general  market  values--not  quality  factors --several  methods  are  used. 

Under  one  method  the  coverage  is  established  at  the  beginning’^  of-  the 
growing  season  in  poiands  and  is  converted  to  a monetary  coverage  after 
the  marketing  season  is  over  on  the  basis  of  an  average  market  price  for 
that  t;>q)e  of  tobacco.  Thus^  if  a farmer's  coverage  were  1,000  pounds, 
the  coverage  in  dollars  at  an  average  market  price  of  hO  cents  v/ould  be 
$400.  If  he  produced  1,000  pounds  and  sold  it  in  the  auction  market  for 
$300^  dis  loss  under  insurance  would  be  $100.  This  loss  was  due  to  the 
fact  that  his  tobacco  sold  for  10  cents  a pound  \mder  the  market  average 
for  that  type  of  tobacco  and  was  probably  due  to  poor  quality  although 
certain  other  factors  may  be  involved.  Had  he  produced  less  than  1,000 
pounds  and  sold  it  at  an  average  price  of  3O  cents,  his  indemnity  would 
have  been  larger  and  due  partly  also  to  loss  in  ^antity. 

The  plan  described  in  the  preceding  paragraph  was.  the  first  one  used  in 
tobacco  insurance.  Later  to  meet  the  desire  for  a coverage  fixed  in 
dollars  at  the  beginning  of  the  season  a different  plan  was  used  in  some 
counties.  The  coverage  was  set  in  dollars  at  the  beginning  of  the  season 
but  was  low  so  as  to  minimize  any  price  risk.  This  was  originally  named 
"investment  insurance."  A more  recent  modification  has  been  to  provide 
a higher  level  of  such  insurance  (expressed  in  dollars  at  the  beginning 
of  the  season)  but  with  a provision  that  if  the  average  market  price 
should  turn  out  to  be  lower  than  a price  considered  in  setting  the  cover- 
age that  a somewhat  parallel  reduction  would  be  made  in  the  amount  of 
coverage. 

Since  tobacco  losses  cannot  be  determined  until,  after  the  insured  tobacco 
is  sold  and  after  the  "'general  average  market  price  can  be  determined, 
adjustment  of  losses  cannot  be  performed  immediately  after  harvest  as  for 
other  crops.  Insurance  on  other  crops  terminates  upon  removal  from  the 
field,  but  insurance  on  tobacco  continues  while  in  the  bam. 

In  recent  years  a combination  contract  has  been  used  in  tobacco  under 
which  the  operator  may  insure  his  interest  and  the, interest  of  all  his 
sharecroppers  \mder  one  contract  vn.th  losses  settled  on  the  basis  of  each 
unit  operated  by  a sharecropper  and  the  acreage  in  which  the  operator  has 
100  percent  interest  as  a separate  insurance  unit.  This  has  simplified 
the  handling  of  insurance  for  both  the  Corporation  and  the  large  tobacco 
operator  who  formerly  had  to  co-sign  for  each  individual  sharecropper  who 
had  an  insurance  contract. 
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The  location  of  the  insurance  counties  by  states,  the  potential  participa- 
tion and  the  percent  of  farmers  participating  in  1955  3.re  summarized  below: 


State 

Wo. 

Counties  Potential  $ Participation 

Connecticut 

1 

1,244 

81 

Florida 

5 

5,485 

32 

Georgia 

16 

25,700 

16 

Kentucky 

27 

80,318 

20 

Massachusetts 

p 

721 

52 

Worth  Carolina 

26 

124,950 

26 

Ohio 

3 

5,251 

45 

Pennsylvania 

1 

4,770 

25 

South  Carolina 

8 

24,938 

19 

Tennessee 

23 

63,112 

4i 

Virginia 

14 

29,240 

61 

Wisconsin 

2 

6,843 

35 

127 

372,572 

30 

The  U.  S.  summary  of  tobacco  crop  insurance  experience  by  years  follows; 

Number 

Farmers 

Loss 

Year 

Counties 

Insured 

Liability 

Premiums 

Indemnities 

Ratio 

1945 

13 

12,587 

$ 14,490,906 

6 676,691 

$ 532,124 

.79 

19^6 

19 

13,815 

16,821,308 

800,135 

329,564 

.41 

19^7 

19 

14,676 

15,592,463 

. ' 701,565 

702,194 

1.00 

19^ 

32 

31,605 

21,355,857 

655,392 

284,750 

•43 

1949 

35 

35,023 

22,921,840 

7^K),441 

489,000 

.66 

1950 

52 

71,956 

47,555,529 

1,461,271 

886,695 

.61 

1951 

69 

76,426 

49,947,086 

1,598,086 

779,270 

.49 

1952 

82 

76,973 

51,653,133 

1,557,127 

1,212,783 

.73 

1953 

103 

102,691 

67,948,277 

2,045  671 

3,854,406 

1.88 

1954 

107 

96,579 

70,634,250 

2,364,468 

2,0555830 

.87 

1955 

127 

111,168 

72,664,452 

2,708,014 

1,150,815 

.42 

Total 

643^,495 

1:451,585,101 

$15,308,861 

$12,277,431 

.80 

In  addition  to  all-risk  insurance  on  tobacco,  the  Federal  Crop  Insurance 
Corporation  also  insures  cotton,  wheat,  com^  flax,  dry  edible  beans, 
soybeans,  barley,  and  citrus  fruits  under  single  commodity  contracts  and 
various  combinations  of  these  crops  and  a few  others  under  a Multiple 
insurance  plan. 


Additional  information  regarding  Federal  All-Risk  Crop  Insurance  can  be 
obtained  from  the  Federal  Crop  Insurance  Corporation,  United  States 
Department  of  Agriculture,  Washington  25,  D.  C. 


ACREAGE,  PRODUCTION  AIE)  PRICES  OF  TOBACCO 


Crop  reporting  is  one  of  the  oldest  Government  agricultura.!  services. 

It  vas  oegun  in  I839  a.s  a-  innction  of  the  Patent  Office  - over  two  decades 
before  the  founding  of  the  U.S.  Department  of  Agriculture. 

The  Crop  Reporting  Serviceliov  collects  a variety  of  basic  information  on 
production,  sup]plies,  and  prices  of  farm  products.  The  primary  source  of 
this  information  is  some  600,000  farmers  and  ranchers  in  the  United  States 
who  serve  as  voluntary  crop  reporters.  Additional  information  is  supplied 
by  some  63,000  local  merchants;  8,500  gixiners^  1^,000  mills,  elevators,  and 
warehouses;  10,000  hatcheries;  28,000  dairy  plants;  and  l4,000  meat  pacliers; 
and  many  State  and  Federal  agencies  and  trade  organizations. 

The  figures  on  completed  questionnaires  sent  in  03^  these  reporters  are 
listed  and  added  in  the  State  statistician's  office.  Averages  and  other 
statistical  measures  are  computed,  and  crop  and  livestock  estimates  are  made 
for  the  State.  These  State  estimates  are  then  forwarded  to  Washington,  D.C. 
and  again  reviewed  by  the  Crop  Reporting  Board  which  has  final  responsibilit 
for  the  estimates.  The  following  releases  contain  statistical  data  on 
TOBACCO : 

I.  Reports  on  Acreage : 

(a)  Prospective  Plantings  as  of  March  1,  released  about  March  I7. 

(b)  Acreage  for  harvest  as  of  July  1,  released  about  Julj'-  10  in  the 
July  issue  of  Crop  Production. 

(c)  Harvested  acreage,  released  in  Crop  Production,  Annual  Sirnmar^'- 
about  December  20. 

II.  Forecasts  of  Yield  ^d  Production : 

These  are  m.ade  as  of  the  first  of  each  month,  July  through  November, 
and  published  in  Crop  for  those  months.  A year-end 

estimate  of  acreage,  yield  and  production  is  published  in  the 
Annue.l  Summar^^.  This  estimate  is  subject  to  further  revision  the 
follo’i'ri.ng  May  when  final  check  data  become  available. 

Ill . Mid-month  ^ices  Received  by  Farmers  : 

This  series  is  limited  to  types  11  through  37*  Mid-month  prices  are 
published  by  States  (for  types  11-37  combined)  and  by  types  (on  a 
U.S.  basis)  each  month  during  the  marketing  season  in  Agricultural 
Prices,  which  is  issued  near  the  end  of  every  month.  Prices  are 
show,  for  individua,!  types  only  during  the  marketing  season  for  each 
type.  . 
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IV.  Season  Average  Prices  Received  by  Farmers  for  Tobacco: 


Preliminary  estimates  are  published  for  all  tobacco  for  States  in 
which  sufficient  sales  have  been  m.ade  to  establish  a price  in 
Season  Average  Prices  and  Value  of  Production,  issued  about 
December  15-  Season  average  price  estimates  are  published  by  types 
by  States  along  with  the  revised  production  estimates  in  the  May 
general  crop  report.  Final  prices  are  published  for  Maryland 
type  32  the  follo\7ing  December. 

V .  Revisions : 

Revised  estimates  of  acreage,  yield,  production,  price  and  value, 
based  on  final  sales  and  other  check  data,  are  published  in  May 
and  December  following  the  year  of  production. 

VI.  Retail  Prices  Paid  by  Farmers  for  Cigarettes  and  Smoking  Tobacco : 

These  data  are  collected  twice-yearly.  Cigarette  prices  are  surveyed 
as  of  March  I5  and  September  15;  smoking  tobacco  as  of  June  I5  and 
September  15 . U.  S.  average  prices  are  published  in  Agriculture 
Prices  the  month  follovri.ng  the  month  of  the  survey.  Yearly  averages 
(^f  the  two  surveys)  are  published  by  States  usually  in  the  February 
issue  of  Agricultural  Prices.  Prices  by  States  for  each  survey  are 
released  in  Crops  and  Markets . 

These  estimates  of  tobacco  acreage  and  production  are  based  on 
voluntary  reports  (numbering  over  85  thousand  last  year)  from  tobacco 
farmers,  acreage  measurements  by  ASC  offices,  and  sales  data  from 
government  and  trade  sources.  Estimates  of  prices  received  by  farmers 
are  based  largely  on  information  supplied  by  the  Market  News  Service 
aiid  State  departments  of  agriculture  for  types  11-37;  and  for  cigar 
type  tobaccos,  voluntary  reports  from  tobacco  buyers  and  farmers, 
other  trade  sources,  and  price  data  from  ASC  offices.  Estimates  of 
prices  paid  by  farmers  for  tobacco  products  are  based  on  voluntary 
reports  from  retail  merchants. 

Over  ten  thousand  of  these  reports  were  received  last  year.  For  a 
detailed  description  of  methods  used  by  the  Crop  Reporting  Board  in 
developing  these  estimates  see  The  Agricultural  Estimating  and 
Reporting  Services  of  the  United  States  Department  of  Agriculture, 
Miscellaneous  Publication  No.  703- 
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GRADING,  MARKET  NEWS,  Ai'TD  ST0CIG3  REPORTING 


Having  produced  a crop  of  tobacco,  the  farmer  is  faced  ulth  the  problem 
of  selling  it  for  the  best  possible  prices. 

First,  he  needs  to  prepare  his  tobacco  for  macrket  so  that  it  meets  the 
requirements  of  prospective  buyers.  But  imless  he  Imows  about  how  much 
each  lot  is  worth  at  current  market  prices,  he  has  no  reliable  method  of 
determining  if  offers  are  reasonable. 

!^en  a lot  of  tobacco  is  sold  at  auction,  many  fs.ctors  other  than  type  and 
quality  may  influence  the  selling  price.  As  a result,  it  is  not  \musual  to 
see  parts  of  s.  split  lot  sold  for  different  prices.  Nor  is  it  uncommon  for 
selling  prices  of  tobacco  of  the  same  quality  and  other  identical  character- 
istics to  vary  considerably  among  different  auction  markets.  This  price 
behavior  is  to  a large  extent  inherent  in  the  system  of  auction  selling. 

The  situation  has  been  even  worse  outside  the  auction  market  areas,  where 
a farmer  must  wait  for  buyers  to  come  to  his  farm.  He  must  then  decide 
whether  to  accept  or  reject  an  offer,  ^■n.th  little  or  no  information  upon 
which  to  base  his  decision. 

For  raany  years,  this  situation  created  considerable  uncertainty  and  confusion 
among  farmers.  To  help  overcome  the  problem,  farmers  found  that  they  needed: 

1.  A system  of  standard  grades,  uniformly  applied,  for 
classifying  their  tobacco  according  to  type,  quality, 
and  other  significant  characteristics. 

2.  A good  working  laiowledge  of  how  properly  to  prepare 
their  tobacco_for  market. 

3.  Reliable  reports  on  current  market  piices  according  to 
standard  grades.  , 

These  needs  are  met  by  the  services  authorized  in  The  Tobacco  Inspection 
Act  of  1935 The  Federal  inspection,  demonstration,  and  market  news 
services  of,  the  U.  S.  Department  of  Agriculture,  which  are  based  on 
Government,  standard  grades,  proAide  an  impartial  and  relatively  accurate 
measiuing  stick  of  grades  and  prices  which  each  grower  can  use. 

U.  S.  standard  grades  for  tobacco  are  determixied  by  division  and  subdivision 
according  to  type,  quality,  and  other  significant  characteristics  lontil  a 
point  is  reached  at  which  further  subdivision  is  neither  essential  nor 
desirable.  Each  final  subdivision  is  called  a grade. 

Of  necessity,  there  still  must  be  a limited  quality  range  i/ithin  each  grade 
which  may  be  reflected  in  the  prices  bid  in  the  auction.  But  when  a load 
of  well-cured  tobacco  has  been  properly  tied,  sorted,  and  delivered  to  an 
auction  market,  and  each  basket  has  been  graded  by  an  experienced  and  un- 
biased Federal  tobacco  inspector,  the  grower  has  only  to  refer  to  the  current 
market  news  report  to  determine  if  the  bid  on  a particular  basket  is  Am. thin 
the  normal  price  range  for  the  grade.  In  short,  he  is  equipped  to  make  an 
intelligent  decision  as  to  whether  he  should  accept  or  reject  the  bid. 
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It  should  be  realized^  however,  that  both  services  furnish  information 
only.  Grades  placed  on  tobacco  by  the  inspection  service  do  not  govern 
buyers'  bids  or  offers;  they  supply  information  for  use  by  growers  regarding 
the  quality  of  tobacco  offered  for  sale.  The  market  news  service  does  not 
establish  prices;  it  only  records  and  reports  current  average  prices  estab- 
lished by  sales.  But  if  the  service  is  used  properly,  it  can  go  far  toward 
preventing  losses  suffered  by  growers  when  the  price  offered  for  tobacco  is 
less  than  its  current  market  value. 

Federal  grading  has  another  very  important  function.  It  is  the  basis  for 
the  Federal  price -support  loan  program.  The  Federal  grade,  recorded  by  the 
Federal  inspector  on  the  auction  warehouse  ticket,  establishes  the  rate  of 
"advance"  for  the  basket.  By  referring  to  the  schedule  of  "advance"  rates, 
by  grades,  each  grower  can  quickly  determine  the  loan  rate  per  pound  for  the 
basket.  ' He  need  not  take  less  than  this  price  if  he  is  other\/ise  eligible 
to  participate  in  the  Federal  price-support  program. 

All  tobaccos  pledged  for  loans  are  reexamined  by  Federal  inspectors  at 
redrying  or  packing  plants.  This  is  done  in  order  to  assure  a uniform  pack 
which  necessitates  appropriate  grade  changes.  Dua'ing  the  past  marketing 
season  inspectors  were  assigned  to  85  processing  plants  for  this  purpose. 
These  tobaccos  are  pledged  for  loan  under  the  CCC  price-support  program 
and  are  handled  by  gi-owers  ’ cooperatives  and  this  inspection  is  perforraed  on 
a reimbursable  basis  as  a service  to  the  cooperatives. 

Since  the  Act  limits  free  and  mandatory  inspection  to  auction  markets,  the 
onlj''  inspection  available  in  non-auction  areas  (cigar  t^qses)  is  provided  on 
a reimbursable  basis.  As  a result,  inspections  in  these  areas  are  confined 
largely  to  tobacco  pledged  by  loans  \ander  the  price-support  program.  This 
tobacco  is  delivered  to  grower  cooperatives  by  producers  and  the  inspection, 
just  as  in  the  auction  area,  is  performed  on  a,  reimbursable  basis  as  a 
service  to  the  cooperatives. 

In  each  marketing  area  the  market  news  office  is  furnished  grade  price  data 
by  employees  stationed  on  representative  ma,rkets.  Following  the  auction, 
price  data  b^'-  grade  are  recorded  by  a market  reporter  or  recorder.  These 
currently  prevailing  prices  are  sorted  as  to  grade,  tabulated,  suraraarized, 
and  transmitted  by  the  market  recorder  to  the  applicable  area  market  news 
office.  Daily  and  other  market  reports  and  releases  issued  in  the  form  of 
"mai'ket  neys"  Are  predicated  on  a continuous  flow  of  prevailing  market 
information ‘ as -reported  by  market  recorders  located  throughout  the  marlxeting 
area.  At  the'  close  of  the  marketing  season  for  each  genei-al  class  of  tobacco 
sold  o.t  auction,  an  annual  Tobacco  Market  Review  is  issued.  These  reviews 
furnish  a broad  surriraary  of  the  statistics  and  pertinent  market  news  data 
relative  to  the  season" s marketing  operations. 

The  Department  works  \rith  agricultural  colleges,  county  agents,  vocational 
agi'icultoire  teachers,  chambers  of  commerce,  and  other  civic  and  farm  organ- 
izations in  providing  grade  demonstration  and  educational  services.  Usually, 
a grading  demonstration  is  arranged  by  the  county  agent  or  agricultm'-aJL 
teacher  and  is  held  on  a tobacco  farm  at  the  time  the  crop  is  being  prepared 
for  market.  The  inspector  conducting  a demonstration  explains  how  grades  are 
determined,  how  to  use  the  market  news  service,  and  demonstrates  how  to 
strip,  sort,  and  bulk  the  tobacco  so  it  can  be  sold  at  the  highest  price 
consistent  with  quality. 
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Since  19^1-6  all  auction  markets  have  been  Federally  graded.  Currently  there 
are  177  established  auction  markets  (978  warehouses  in  these  markets)  and 
total  volume  of  tobacco  inspected  on  these  ma,rkets  is  over  2 billion  pounds 
annua.lly. 

The  tobacco  stocks  report^  issued  quarterly,  contains  a summary  of  stocks 
of  leaf  tobacco  oimed  by  dealers  and  manufacturers.  Collection  of  statistics 
relating  to  inventories  of  leaf  tobacco  wa,s  first  authorized  by  Congress  in 
1912.  Originally  repoi'ts  were  made  semi-annually.  Quarterly  reports  were 
initiated  in  1917^  and  beginning  in  I929-3O  reports  have  shovni  quantities 
of  tobacco  by  type,  official  U.  S.  designations,  and  quality  groupings. 

The  stocks  statistics  are  based  on  schedules  received  each  quarter  from 
about  800  dealers  and  manufacturers  in  the  United  States  and  Puerto  Rico. 

Tobacco  stocks  reports,  because  of  the  fundamental  information  derived  from 
them,  are  most  important  in  analyzing  and  appraising  the  tobacco  situation. 
Stocks  at  the  beginning  of  the  marketing  year,  plus  the  current  crop  usually 
in  the  production  or  market  channels,  constitute  total  supply.  If  stocks 
on  hand  at  the  end  of  the  iiiarketing  year  are  subtracted  from  total  supplj^, 
the  difference  is  total  disappearance  during  the  year.  Duration  of  supplies 
in  relation  to  disaiDpearance  is  imporbant  and  this  information  is  used 
extensively  by  dealer's,  manufacturers,  and  grower  groups  in  determining  when 
and  to  what  extent  supplies  are  long  or  short  in  relation  to  requirements. 

The  annual  report  on  tobacco  statistics  provided  for  by  the  Tobacco  Stocks 
and  Standards  Act  is  a,  comprehensive  compilation  of  the  most  frequently  useo. 
statistics  relating  to  tobacco.  It  brings  together  in  one  publication  series 
of  statistical  data  relating  to  the  developments  in  the  tobacco  industry. 

Requests  for  the  Tobacco  Stocks  Report  and  the  Annual  Report  on  Tobacco 
Statistics  should  be  sent  to  the  Tobacco  Division,  AilS,  Washington  25,  D.  C. 
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The  Demand  and  Price  Situation  for  Forest  Prodncts,  195^~ 


Foreward 


This  report,  wos  prepared  as  background  information  for  the  Outlook  Conference 
held  by  the  U,  S.  Department  of  Agriculture  in  November  1955 • The  analysis 
of  timber  products  was  prepared  by  the  Division  of  Forest  Sconoraics  Research, 
Forest  Service,  and  the  anal3’'sis  of  naval  stores  by  the  Tobacco  Division, 
Commodity  Stabilization  Service, 

The  outlook  for  1956  is  based  on  certain  assumptions  specified  by  the  Agri- 
cultural Marketing  Service,  Those  include  a slight  increase  over  1955  in 
total  economic  activity  and  the  level  of  construction.  The  brief  analysis 
of  the  outlook  for  1975  is  based  largely  on  assumptions  concerning  popula- 
tion trends.  Gross  National  Product  and  other  related  factors  contained  in 
a report  "Timber  Resource  Review",  puWiaVied  by  the  Forest  Service,  U,  S. 
Department  of  Agriculture  in  Sepheniber  1955. 
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Outlook  SuiBinary 


Lumber 


In  response  to  record  levels  of  construction  and  industrial  activity  in 
1955^  lumber  production  during  the  first  half  of  the  year  was  considerably 
above  the  level  attained  diiring  the  first  half  of  1954*  For  the  year  as  a 
whole,  it  is  estimated  that  lumber  production  >dll  amount  to  39*5  billion 
board  feet,  about  5 percent  above  1954.  The  West  is  expected  to  produce 
about  half  of  the  lumber  cut,  the  South  35  percent  and  the  North  15  percent. 

Imports  of  lumber  during  the  first  half  of  1955  also  have  been  higher  than 
in  the  corresponding  period  in  1954;  and  imports  for  the  year  may  amoi’nt  to 
about  3.2  billion  board  feet.  Exports  are  expected  to  reach  1 billion  board 
feet,  or  300  million  feet  above  the  1954  level.  Lumber  consumption  during 
1955;  after  allowing  for  some  increase  in  the  level  of  stocks,  is  expected 
to  total  about  41.0  billion  board  feet. 

During  1956  it  has  been  assumed  that  the  level  of  construction  and  industrial 
output  will  increase  sli^tly  over  the  level  attained  in  1955.  However, 
residential  c cais true t ion,  the  most  important  single  end-use  for  lumber,  is 
expected  to  decrease  somevrhat.  Lumber  consiomption  in  1956  may  therefore 
fall  slightly  below  current  levels. 

Between  January  and  September  1955  the  wholesale  price  index  of  lumber 
increased  from  120,0  to  127.1;  a rise  of  6 percent.  This  level  is  slightly 
above  the  previous  all-time  peak  of  126,7  reached  in  March  1951.  Little 
change  in  prices  is  expected  in  1956, 

It  is  expected  by  1975  that  potential  demand  for  Ixamber  in  the  United  States 
may  amount  to  at  least  46  billion  board  feet  - 12  percent  above  the  level 
of  consumption  in  1955.  This  estimated  increase  in  potential  demand  for 
lumber  is  considerably  below  expected  increases  in  population  and  Gross 
National  Product,  It  assumes  some  further  substitution  for  technological 
reasons  and  somewhat  higher  relative  price  levels  for  lumber, 

Pulpwood 

During  the  first  half  of  1955  pulpwood  consumption  was  15  percent  above  the 
corresponding  period  in  1954  as  a result  of  an  exceptionally  high  level  of 
demand  for  paper  and  board.  It  is  estimated  that  total  consumption  during 
1955  will  amount  to  about  33  million  cords,  or  13  percent  higher  than  con- 
sumption in  1954,  and  95  percent  higher  than  constiraption  in  1945.  This 
estimate  of  pulpiTOod  consumption  does  not  include  the  eqxiivalent  of  an 
estimated  10  million  cords  of  pulpwood  that  vdll  be  imported  in  1955  in 
the  form  of  woodpulp,  paper  and  board. 

In  1956  some  further  increase  is  expected  in  pulpvraod  consumption  in  response 
to  increased  demand  for  paper  and  board  resulting  from  further  increases  in 
population  and  the  assumed  rise  in  Gross  National  Product  and  the  continuing 
development  of  new  uses  for  paper  and  paper  products. 
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Pulpv^ood  production  from  domestic  forests  in  1955  is  expected  to  amount  to 
3G  million  cords  or  11  percent  more  than  the  27  million  cords  produced  in 
1954*  The  South  is  expected  to  account  for  about  60  percent  of  total  pro- 
duction, the  North  22  percent  and  the  Vest  the  remaining  18  percent. 

Southern  pine  is  expected  to  account  for  about  50  percent  of  total  domestic 
pulpwocd  production,  other  softwoods  35  percent  and  hardwoods  15  percent. 

The  new  peak  in  pulpwood  cons\amption  in  1955  marks  a continuation  of  a 
period  of  extremely  rapid  groivth  in  the  pulp  and  paper  industry.  Since  1946 
the  industry  has  expanded  rapidly  through  construction  of  new  mills  and 
addition  to  or  modernization  of  existing  mills.  Expansion  has  been  particu- 
larly rapid  in  the  South  where  more  than  half  of  the  woodpxolp  industry  is 
now  located. 

Except  in  the  Vest,  the  wocdpulp  industry  depends  largely  upon  pulpv>rocd 
cut  from  farms  and  other  small  forest  holdings.  In  the  South,  for  example, 
about  75  percent  of  all  pulpwood  produced  is  cut  from  farm  forests  and 
other  small  ownerships, 

Pulpvrood  prices  have  shorn  little  change  since  1951c  In  the  Southeast,  for 
example,  prices  of  rough  pine  pulpwood  have  remained  at  about  |pl3,85  per 
cord.  During  1956  no  significant  change  in  the  price  of  pulpv/ocd  is  antici- 
pated. 

By  1975  it  is  estimated  that  the  total  demand  for  pulpwood  v;ill  amount  to 
at  least  56  million  cords,  or  30  percent  more  than  current  use.  It  is 
expected  that  about  2 million  cords  may  be  imported  in  the  form  of  pulp- 
wocd and  the  equivalent  of  about  12  million  cords  in  the  form  of  woodpulp 
and  paper.  Thus  demand  on  domestic  forests  in  1975  may  amount  to  at  least 
42  millicn  cords,  or  40  percent  above  current  production.  Sufficient 
supplies  of  domestic  pulpv/ood  are  expected  to  be  available  to  meet  this 
level  of  domestic  demand  vjithout  substantial  increases  in  p\alpwood  prices. 

Veneer  Logs  and  Bolts 

Consumption  of  hardwood  veneer  logs  since  1951  has  amounted  to  about  1 
billion  board  feet  per  year,  a level  of  consvimption  that  is  expected  to  be 
maintained  during  1956,  Consumption  of  softwood  veneer  logs,  practically 
all  of  which  is  concentrated  on  the  ^'^est  Coast,  has  increased  fron  1,2 
billion  feet  in  1951  to  an  estimated  2,0  billion  board  feet  in  1955.  Most 
of  this  increase  is  attributed  to  the  expanding  use  of  softwood  plywood  in 
construction.  Some  further  increase  is  expected  in  the  consumption  of  soft- 
wood "peeler"  logs  in  1956, 

Looking  further  ahead,  substantial  increases  are  expected  in  the  demand  for 
both  softwood  and  hardwood  veneer  logs.  By  1975  the  potential  demand  for 
softwood  veneer  logs  may  amount  to  2,7  billion  board  feet  and  hardwood  veneer 
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logs  to  l.S  billion  board  feet.  ^ potential  demand  of  4.5  billion 
board  feet  would  represent  an  increase  of  50  percent  over  the  1955 
level  of  cons\jmption. 

Other  Timber  Products 

Consumption  of  fuelwood  in  the  United  States  continues  to  decline  as 
a result  of  shifts  to  other  fuels  and  reduced  farm  population.  In 
1955  fuelwood  cut  from  roundwood,  excluding  plant  residues  used  as 
fuel,  amounts  to  about  25  million  cords.  By  1975  the  demar/i  for  fuel- 
wood  is  expected  to  be  considerably  lower  than  that  now  prevailing. 

Consumption  of  miscellaneous  industrial  wood  products  such  as  poles 
and  piling,  posts,  mine  timbers,  and  a variety  of  other  minor  timber 
products  in  1956  is  expected  to  remain  near  the  current  level  of  about 
700  million  cubic  feet  a year.  By  1975  the  potential  demand  for  such 
miscellaneous  industrial  wood  is  expected  to  be  slightly  above  the  level 
prevailing  in  1955. 

Naval  Stores 


Prices  for  rosin  and  turpentine  are  expected  to  stay  close  to  present 
relatively  high  levels  well  into  1956,  Domestic  consumption  of  rosin 
and  turpentine  during  the  present  crop  year  are  expected  to  be  con- 
siderably higher  than  a year  earlier  with  no  important  change  likely 
in  1956.  Supplies  of  rosin  in  the  1956^-57  crop  year  are  expected  to 
be  slightly  lower  than  this  year.  Little  change  is  anticipated,  in 
supplies  of  all  types  of  turpentine.  Exports  of  both  rosin  and 
turpentine  will  be  lo’,\rer  this  year  because  of  increased  foreign 
production.  Mo  significant  change  in  exports  is  expected  next  year. 

The  favorable  market  situation  continues  the  trend  which  started  more 
than  2 years  ago.  The  1955  loan  program  has  been  inactive,  A sub- 
stantial part  of  CCC  rosin  and  turpentine  stocks  have  been  sold  this 
year  and  additional  quantities  are  likely  to  move  out  of  CCC  stocks 
before  the  close  of  the  crop  year  on  March  31j  1956, 
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The  Demand  and  Price  Oatiool^  for  Lumber 


Lumber  consumption  near  record  levels 

Lumber  consumption  in  the  United  States  reached  an  all-time  peak  of 
about  45  billion  board  feet  in  I906  (Chart  l)o  Consiiiaption  declined 
thereafter,  except  during  the  construction  boom  in  the  1920 ’s,  to  a 
depression  low  in  1932,  Consumption  then  recovered  sharply  to  a 1942 
peak  just  under  the  I906  level  of  lumber  use.  The  high  level  of  con- 
sumption in  the  post-war  years  reflects  the  large  increase  in  construc- 
tion and  general  business  activity. 

Since  1900  consumption  of  lumber  per  person  has  dropped  from  539  board 
feet  to  248  board  feet.  This  has  been  caused  largely  by  substitution 
of  other  materials  for  lumber  in  a number  of  uses.  In  the  field  of 
construction,  where  the  greatest  amount  of  lumber  is  used,  lumber  has 
been  displaced  to  a certain  extent  by  such  products  as  steel,  cinder 
block,  plyi/'^ood  and  building  boards.  Between  1939  and  1952,  total 
construction  activity  increased  by  about  70  percent,  but  use  of  con- 
struction lumber  increased  only  35  percent  compared  iwiih  an  increase  of 
100  percent  for  construction  steel  and  cement,  200  percent  for  softwood 
plywood  and  more  than  1,000  percent  for  buiilding  board.  Use  of  lumber 
in  fabricated  products  and  shipping  has  also  been  reduced  as  a result 
of  competition  from  paper  and  board,  plywood,  glass,  metals,  and  other 
materials • 

Construction  accouints  for  about  75  percent  of  total  lumber  consumption 

Construction  has  been  the  most  important  end-use  for  lumber  (Chart  2) 
accounting  for  between  70  and  75  percent  of  total  use.  Current  con- 
struction activity  is  at  a record  level  i>dth  expenditures  for  construc- 
tion in  1955  (in  1947-49  dollars)  amounting  to  an  estimated  ^33.7 
billion  - about  9 percent  more  than  expenditures  in  1954,  as  shown 
below. 
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YEAR 


MILLION  BOARD  FEET 


1935  1940  1945  1950  1955 


Chart  2 
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New 

New  non- 

Total 

residential 

re  sidential 

All  other 

Year 

construction 

building 

building 

new  con- 

activity 

construction 

construction 

struction 

activity 

activity 

activity 

1939 

16,2 

(Billions  of  Dollars) 

5.6 

4.0 

6.^ 

1940 

16,9 

6.3 

3.5 

7a 

1941 

21.8 

7.2 

6.0 

8,6 

1942 

22.9 

3.9 

7.2 

11.8 

1943 

12.8 

2.7 

3.6 

6.5 

1944 

8.2 

1.5 

2,9 

3.8 

1945 

8,4 

1.7 

3.1 

3.6 

1946 

15.5 

5.7 

5.0 

4.8 

1947 

17.8 

6.9 

4.0 

6.9 

1948 

20.8 

8.3 

4.7 

7.8 

1949 

22.2 

8.5 

5.1 

8,6 

1950 

26.9 

11.9 

5.9 

9.1 

1951 

27.0 

10.0 

7.5 

9.5 

1952 

27.7 

9.9 

7.7 

10.1 

1953 

28.9 

10.3 

8,2 

10.4 

1954 

30.9 

11.5 

8.8 

10.6 

1955 

33.7 

12.7 

10.0 

11.0 

Source;  U,  S,  Department  of  Commerce,  U,  S,  Department  of  Labor, 
CONSTRUCTION  REVIEI/' 


In  1956  some  further  slight  increase  is  expected  in  the  volme  of 
construction,  although  residential  construction  is  expected  to  decline e, 
Diiring  the  next  few  years  residential  construction  and  lumber  use  may 
be  someinrfiat  lower  than  in  1955  because  the  formation  of  new  households 
is  expected  to  decline  temporarily  as  a result  of  the  low  birthrates 
that  prevailed  in  the  depressed  1930' s.  Residential  construction  will 
tend  to  be  maintained,  hov/ever,  by  such  factors  as  the  continuing 
movement  of  city  populations  to  the  suburbs,  current  high  birthrates 
which  require  larger  houses,  and  increases  in  disposable  income  which 
will  permit  improvement  in  the  general  level  of  housing.  Government 
policy  to  provide  liberal  credit  or  otherwise  encourage  housing  con- 
struction is  also  likely  to  continue  to  be  an  important  factor. 

Looking  further  ahead  to  1975  substantial  increases  are  anticipated  in 
residential  construction.  Demand  for  new  dwelling  units  in  1975  may 
amount  to  2,2  million  units,  or  ap’-'roximately  a million  units  above  the 
level  of  residential  construction  in  1955. 

During  1956  lumber  consumption  in  farm  and  railroad  construction  is 
expected  to  remain  near  the  levels  that  have  prevailed  during  the  last 
several  years.  Lumber  consumption  in  other  t^q^es  of  construction  such 
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as  industrial,  cormnercial,  institutional,  recreational,  ndlitary  and 
public  utility  is  expected  to  increase  slightly  in  1956  in  response  to 
increased  construction  activity.  By  1975  the  potential  demand  for 
lumber  of  non- residential  construction  is  expected  to  show  further 
significant  increases. 

Lumber  use  in  shipping  and  fabricated  products  also  important 


Between  15  and  20  percent  of  all  the  lumber  consTJuaed  in  the  United  States 
is  used  for  shipment  of  agricultural  and  industrial  commodities.  Thus 
the  quantity  of  lumber  used  in  shipping  is  closely  identified  udth  the 
level  of  economic  activity.  It  is  assumed  that  in  1956  there  v/ill  be 
some  further  increases  in  the  production  of  goods  in  the  United  States, 
indicating  a slight  increase  in  lumber  consumption  for  shipping. 

By  1975  the  demand  for  lumber  in  shipping  is  expected  to  decrease  by 
about  7 percent  to  a level  of  6.5  billion  board  feet. 

The  third  major  end-use  for  lumber  is  in  fabricated  products  such  as 
furniture,  millwork  and  a vri.de  variety  of  other  items,  quantities  of 
lumber  consumed  have  varied  considerably  from  year  to  year  depending 
primarily  on  fluctuations  in  business  activity.  Over  the  years  it  is 
estimated  that  between  10  and  15  percent  of  total  lumber  consumption 
has  been  for  fabricated  products.  As  a result  of  the  assumed  decrease 
in  the  output  of  durable  goods  in  1956,  a slight  decline  in  lumber 
consumption  from  current  levels  is  probable. 

In  1975  the  potential  demand  for  lumber  in  fabricated  products  is 
expected  to  amount  to  about  6 billion  board  feet  - 43  percent  higlier 
than  at  the  present  tim.s.  This  primarily'’  reflects  the  expected  increase 
in  population  and  high  levels  of  future  industrial  activity.  Increased 
furniture  production  to  meet  the  needs  of  a rapidly  expanding  popula- 
tion will  play  a particularly  important  role  in  increasing  demands  for 
lumber  in  fabricated  products. 

For  all  lumber  uses  combined,  it  is  expected  that  consumption  in  1955 
will  amount  to  about  41  billion  board  feet.  In  1956  consumption  may 
drop  siEghtly  in  response  to  an  anticipated  drop  in  residential  con- 
struction, By  1975,  potential  demands  for  lumber  in  the  United  States 
may  amount  to  at  least  46  billion  board  feet  - 12  percent  above  the 
level  of  consumption  in  1955. 

Domestic  production  supplies  most  lumber  needs 

Domestic  lumber  production  accounts  for  about  ^6  percent  of  all  the 
lumber  consumed  in  the  United  States,  In  the  period  1950  through 
1954,  for  example,  production  averaged  38^4  billion  board  feet,  com- 
pared with  total  imports  of  2,9  billion  board  feet,  and  net  imports 
of  2,2  billion  board  feet  (Table  l),  Softvrood  Ixamber  from  Canada  has 
made  up  most  of  the  lumber  imports.  Hardv;ood  lumber  from  tropical 
countries,  vhile  highly  important  for  some  special  uses,  accounted 
for  only  a small  part  of  total  lumber  imports. 
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Table  1 


Limber  production » imports,  exports,  and  consumption  in 

the  United  States  for  selected  years  1899-1955 


Year 

Domestic 

production 

Imports 

Exports 

Stock 

changes 

Apparent 

consumption 

1899 

35a 

0,4 

Billion  board 
1.4 

feet  - - - - 
na 

34.1 

1905 

43.5 

0,7 

1.8 

na 

42.4 

1910 

44.5 

1.1 

2.2 

na 

43.4 

1915 

37.0 

0.9 

1.3 

na 

36.6 

1920 

35.0 

1.4 

1.7 

na 

34.7 

1925 

41.0 

1.8 

2.6 

na 

40.2 

1930 

29.4 

1.2 

2.4 

na 

28.2 

1931 

20,0 

0.7 

1.7 

na 

19.0 

1932 

13.5 

0,4 

1.2 

na 

12.7 

1933 

17.2 

0,4 

1.3 

na 

16.3 

1934 

Id.  8 

0o3 

1,3 

na 

17.8 

1935 

22.9 

0.4 

1.3 

-1.3 

23.3 

1936 

27.6 

0.7 

1.3 

1.3 

25.7 

1937 

29.0 

0.7 

1.4 

2.4 

25.9 

1938 

24.8 

0.5 

1.0 

0.7 

23.6 

1939 

28.S 

0.7 

1.1 

- 

28.4 

1940 

31.2 

0.7 

1,0 

-3.4 

34.3 

1941 

36.5 

1.4 

0.7 

1.0 

36,2 

1942 

36.3 

1.5 

0,5 

-6.5 

43.8 

1943 

34.3 

0.9 

0,3 

-3.9 

38.8 

1944 

32,9 

1.0 

0,4 

-1.1 

34.6 

1945 

28.1 

1.1 

0.4 

-1.8 

30.6 

1946 

34.1 

1.2 

0.6 

1.2 

33.5 

1947 

35.4 

1.3 

1.4 

1.5 

33.8 

1948 

37.0 

1.9 

0.6 

1.9 

36.4 

1949 

32,2 

1.6 

0,7 

-1.3 

34.4 

1950 

38.0 

3.4 

0.5 

0.2 

40.7 

1951 

38.4 

2.5 

1.0 

0.9 

39.0 

1952 

39.5 

2.5 

0.7 

-0.2 

41.^ 

1953 

38.7 

2.8 

.6 

0,4 

40.5 

1954 

37.5 

3.1 

.7 

-0.6 

40.5 

1955 

39.5 

3.2 

1.0 

,7 

41.0 

na  - Not  available 

Source!  Bureau  of  the  Census,  U,  S.  Department  of  Commerce j Forest  Sei*vice, 
U,  S.  Department  of  Agriculture;  and  National  Retail  Lumber  Dealers  Associationo 
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Softwoods  account  for  most  lumber  used 


Softwoods  have  constituted  about  80  percent  of  all  lumber  used  in  the 
United  States,  There  is  a considerable  difference  beti-jeen  the  use  of 
softwood  and  hardwood  lumber  in  the  major  end-uses,  however.  Thus 
in  the  period  1947  through  1952,  softwood  lumber  accounted  for  91 
percent  of  the  lumber  used  in  construction,  but  only  68  percent  of 
lumber  used  in  shipping  and  31  percent  of  the  luaber  used  in  fabricated 
products. 

v?hile  softwood  lumber  is  preferred  for  construction  purposes  end  hard- 
viood  lumber  for  maniifactured  products,  there  are  some  fields  of  use 
in  which  either  hardwood  or  softwood  Imber  can  be  utilized.  Because 
a greater  price  increase  is  anticipated  for  softv>rood  lumber,  it  is 
expected  that  by  1975  hardx/ood  lumber  may  replace  softwood  to  some 
extent. 

More  than  half  the  lumber  now  produced  in  the  West~^ 

Lumber  production  in  the  West  has  increased  from  3.5  billion  board  feet 
in  1900  to  an  estimated  20,0  billion  board  feet  in  1955  (Table  2, 

Chart  3)«  The  present  western  cut  amounts  to  more  than  half  of  all 
the  lumber  produced  in  the  United  States,  It  includes  nearly  two- 
thirds  of  the  softwood  lumber. 

The  West  is  expected  to  continue  to  be  the  most  important  region  of 
lumber  production  for  some  time  because  of  its  relatively  great 
wealth  of  standing  saw  timber  (Chart  4).  Altogether  this  region 
contains  about  1,345  bill.ion  board  feet  of  saw  timber,  or  about 
two-thirds  of  the  natioEj's  total  supply.  In  terms  of  softx/ocds, 
which  account  for  about  80  percent  of  the  lumber  used  in  the  country, 
the  West  is  in  an  even  better  position  with  80  percent  of  the  soft- 
wood saw  timber.  Most  of  this  volume  moreover,  is  old-growth  timber 
of  relatively  high  quality. 

At  the  present  time  the  cut  in  the  West  is  far  in  excess  of  growth 
(Chart  5).  This  can  be  expected  to  continue  until  most  of  the  old- 
grox-fbh  areas  are  harvested  and  new  second-growth  forests  predominate. 

As  the  backlog  of  old-growth  timber  is  cut,  it  is  inevitable  that 
the  relative  importance  of  the  "Jest  as  a lumber  producing  region  will 
decline.  Commercial  forest  lands  in  the  West  make  up  only  24  percent 
of  the  nation's  timber  growing  area. 

Lumber  production  in  the  South  has  declined  since  1910  xdien  a peak  of 
about  20  billion  board  feet  v;as  reached . (Table  2,  Chart  6),  Since 
1940,  however,  practically  no  change  has  occured  in  total  lumber 


^ The  I'^est  includes  the  eleven  western  states  and  South  Dakota, 
The  South  includes  the  twelve  most  southern  states  including  Virginia, 
The  North  incluides  all  other  states. 


o 


« 

s 

0 

u^ 

•dj 

0 

H 

V 

1 

O' 

>> 

43 

H 

CO 

CO 

c 

^4 

43 

cO 

to 

Cl 

43 

>5 

CO 

T3 

■0 

4) 

€ 

43 

43 

0 

44 

4) 

S 

iH 

3 

4) 

CO 

4) 

43 

• 

43 

CO 

c 

•H 

6 

C 

43 

0 

«H 

4-1 

0 

43 

CO 

u 

■S 

« 

”8 

cd 

CQ 

(4 

“B 

u 

0 

? 

§ 

xj 

p 

^4 

iH 

cO 

x: 

XJ 

t; 

>5 

-P 

43 

i 

•c 

•H 

c 

-P 

3 

n 

W 

43 

m 4^ 

O 

S;  £- 


ID 

§ 

V 

u 

d 


rH 

CO 

43 

O 

e-> 


m 


u 

cO 

€) 

P-l 


U-^C^'O^CVr^Cf^CJr^C^(C^vOOO^^<i•pc^COv^^O^'^O^OCo 

c^\vOCOtX)  C--'£)tO  OO'OO^O 

'~lrHrHrHrHiHi— (rHi— IrHr-liHrHCQfHC'l 


f ^ iH  O UN  u\  -j-  c-  <N  O nC  vO  C'J  uA  CNi  c\(  t"-  O 00 

0(rNt>-NO(Niu-vONC^OOiCVOtDC^OOONOOOO(>a'000' 

HHHrHiHrH  HrHrHrH  H 


C<-i  0^O^-W  U^  r-(  CV  rNsO  c^vO  CVCCXiHi-IOOiH-cJtlOtrNtOC^tO 


(J^UNOtOO'OsOO  C'x  VN'C  CNnO  IfNt^sOCV^vOO  CsitX)  UNC<A 

CNiOOtOvOOsCNj  O cnUAUN-J-CNirH  -Sr^CnrH  4j-:t-:fc’'Nr'N-0- 

rHiHCVf— IrHi— li— li— IrHfHi— IrHrHr— lr-l»HiH>— IrHi— <1— irHiHiH 


oaDOc<^ouNvou\£>ooc^a'C'-cr'0-o>rvoooNO  00 

<MC\(ttOuArNOirHiHrHCNiCVrHiHpH»H(MCNi(HC\i(\r-!WCNJCV 
iH  rH 


'Oc<-^u^C^tO'Oo^-:i•a'C<^C\  OiU\CO»H-4--cl-vOO  CV-^CNisHCNi 
nO  C^C^-4-C<A0^CV  CV  CNJ  C^cncnONCNi  C»',C^J»%CNJ  CfNC^C^NO^rNcn 


NO^HvOOOOU^tONDC'^lHC^•'^U^C^-4•O^^C^CviC'^C^i^^C^^ 

CO  O u^OnOnO  -cf(*>-4-iXN»/N<i-UN-d--0’>^sO  -3--4-vrsLfNir\tf\vr\ 
rH  CV  rH  (H 


CNj  o O unnO  r^o-^o^  t^ONi^ONCNJ  cvi  OO'^  cr\t^~4--^0  t'-O 

'Or^-4-OC^C*^CHCOUNO^CJN'Oir\»H‘^COC;NNOOOrH«HONCNi 

CNir^C^{VCVf^C\iiHCNJCV<VfVCNi<NCNiCNiC>JCVCCNC^t»\^C^C^ 


c^-4^-4-C^-^OOOtX)0 

rH  rH 


rHUMAOOO-d'C7'C<iCfNr‘\0'\OrHrH--^OCNiO-4’UNOUNUN 

• •*•••••••«••«•••••••»<* 

W^C'^-J’C^UNrHO'CVrHNO'O-ci-OJtO  -4’>^C'CVtX)tO  O'OOcJn 

r~\~0--^c^cn-4-<N  CNi  c*\  ^ <r\  (T\  oi  c^Nr'NC^r^o^c^c'^cncnrN 


ONcrNOuNOUNO»^OfH(Nc^>-4  c^ccoOiHCVo^-t*^ 

O^OiHrHC^  CN;CHtn-4'-d'-4'-d--4-4'~0--4'-0'~S’»^W>UNl/NUN>/N 
uO  O'  On  O'  O'CT'CT'O'O'CJ'O'O'CT'O'O'O'O'O'O'CT'O' 

rHiHiHiHrHiHiHrHiHrHrHrHrHiHiHrHiHrHfHtHiHrHiHiH 

Jjt  jjc  Jic  jX 


43 


u 

bO 

•< 

o 


+3 

a 

« 

o 


tn 


« 

cn 

(0 

t 

o 

*8 

cO 


c 

o 

4-1 


*H 

T3 


O 

O 

V 

CO 

CO 

o 

o 

43 

rH 

cO 


®-g 

43 

V 

o 


o 

43 

43 

o 

«; 

4-5 

43 

5 

CO 


t3  cO 
4)  43 
43  cO 
o 


43  •• 

CO  V 

W ^ 

o 

« 


(D 

T> 

O 


43 

O 

cn 


«3 

« 

O 

O 


4> 

Q 


CO 


CO 

7! 

CO 

c 

4) 

C3 


H CH 

d ° 

>i  cO 

iH  4; 

O CQ 


43 

o 

f, 

a 


'dl 


4> 

8 

:3 

o 

CO 


11 


■■■V  .f'  '^'1 

•\  .<-?  ‘.'i  /S* ,'  *^  "■■*.  •«►  '''/•'  ''■•  ’i  ^ P'4'  ■ .1 

'*  " .r;»  k)  : 4;_v.">',  j;>  *■’' , 


It..  1 

sN*'  ' '. 


j"'  oWj  * ■' 


Vw 


rp, 


-■  '.'i’ 


.n-'T/' 


0r,  [&;■„.  W'^ 


ilf 

(soHoo  NomiiN)  aooMdind 


(133d  QdVOB  N 011119)  9391^111 


-12- 


1900  1905  1910  1915  1920  1925  1930  1935  1940  1945  1950  1955 


Dis 

PEF 

100 

90 

80 

70 

60 

50 

40 

30 

20 

10 

0 


Chart  4 


^ribution  of  Commercial  Forest  Land,  Sawtimber  Volume^ 
and  Growing  Stock  Volume  by  Region 

1952 


CENT 


COMMERCIAL  FOREST  AREA 
SAWTIMBER  VOLUME 
GROWING  STOCK  VOLUME 
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Chart  5 

Comparison  of  Net  Annual  Live  Sawtimber  Growth 
with  Timber  Cut  by  Regions  and  by  Hardwoods 
and  Softwoods,  1952  . 

BILLION  BD.  FT. 
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production  in  this  region,  although  the  softwood  cut  has  dropped  while 
output  of  hardwood  Imber  has  increased.  The  estimated  14.3  billion 
board  feet  expected  in  1955  is  about  average  for  this  periods 

Because  of  increasing  problems  of  saw  timber  supply  and  increasing 
competition  from  the  pulp  industry  for  wood,  liunber  production  in  the 
South,  in  the  immediate  future,  may  decline  soraeidiat  below  the  current 
level. 

The  South  is  potentially  one  of  the  most  productive  forest  regions  in 
the  United  States,  The  region  contains  about  40  percent  of  the  nation's 
commercial  forest  land  and  groiAth  rates  are  relatively  high.  At  the 
present  time  this  region  has  only  22  percent  of  the  nation's  gro>dng 
stock  and  17  percent  of  the  savr  timber  (Chart  4).  Currently  growth 
exceeds  cut  for  both  saw  timber  and  groidng  stock  (Chart  5).  As 
forestry  programs  are  further  intensified  this  region  should  furnish 
an  increasing  part  of  the  lumber  cut  in  the  United  States, 

'/.hile  the  comparison  between  growth  and  cut  in  the  South  is  favorable 
after  many  years  of  declining  volumes,  the  quality  of  timber  in  this 
region  is  still  declining.  The  drop  in  quality  of  southern  pine  Imber, 
for  example,  has  been  a major  reason  for  the  increased  acceptance  of 
western  lumber  in  eastern  markets  during  recent  years.  The  favorable 
balance  of  growth  also  is  at  a level  substantially  below  that  required 
to  meet  future  potential  demands. 

Fifty  years  ago  the  North  provided  half  of  all  the  lumber  produced  in 
the  United  States  (Table  2,  Chart  7)  but  after  the  peak  in  1905,  lum- 
ber production  declined  sharply  to  a low  of  less  than  4 billion  board 
feet  in  the  1930's«  Since  the  mid-1930's,  however,  lumber  production 
in  the  North  has  shovm  a moderate  increase  and  in  1955  is  expected  to 
total  5.2  billion  board  feet. 

The  Worth  contains  22  percent  of  the  nation's  growing  stock  and  13 
percent  of  the  sai^'-  timber,  mainly  hardwoods  (Chart  4).  Timber  growth 
exceeds  cut  for  both  growing  stock  and  sav/  timber  (Chart  5)  but  as  in 
the  South  avera.^e  timber  quality  is  low  and  growth  is  far  below 
potential  yields.  This  region  contains  36  percent  of  the  nation's 
commercial  forest  area  and  if  forestry  programs  are  intensified  in 
the  future,  it  can  supply  an  increasing  proportion  of  the  nation's 
hardwood  l\amber  production. 

Lumber  prices-  at  an  all-time  peak 

Between  January  and  September  1955  the  vjholesale  orice  index  of  lumber 
increased  by  about  6 percent  from  120,0  to  127.1.  This  is  slightly 
above  the  previous  all-time  peak  of  126,7  reached  in  March  1951. 

Little  change  in  prices  is  expected  in  1956, 
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During  the  period  If 26  through  September  195 5 > wholesale  lumber  prices 
increased  2S3  percent,  climbing  from  an  index  of  33*2  in  1926  to 
127*1  (Chart  8)»  Prices  of  all  commodities  on  the  other  hand  increased 
by  only  72  percent  during  this  period.  In  the  last  4 or  5 years,  hoxir- 
ever,  the  wholesale  price  index  for  both  lumber  and  all  commodities 
has  shown  little  change. 

The  rise  in  Ixaaber  price  that  has  occurred  since  1926  has  resulted  from 
a mwiber  of  factors,  Nage  rates,  for  example,  have  increased  more 
rapidly  in  the  lumber  industry  than  in  many  other  industries.  With 
the  diminishing  availability  of  accessible  timber  of  desirable  market 
quality  it  has  been  necessary  to  utilize  smaller  and  poorer  quality 
trees  which  require  more  man-hours  and  eqxiipment  time  per  unit  of 
lumber  produced.  It  has  also  been  necessary  to  shift  logging  opera- 
tions into  more  remote  regions  with  difficult  terrain,  with  constant 
increases  in  ].ogging  costs.  Rising  values  for  standing  timber  also 
have  been  reflected  in  the  higher  lumber  prices.  As  the  lumber 
producing  regions  have  become  more  remote  from  the  major  consuming 
areas  transportation  costs  have  materially  added  to  the  delivered 
price  of  lumber. 

Stumpage  prices  also  show  large  increase 

Stmpe.ge  prices  have  follovxed  a rising  trend  similar  to  the  wholesale 
price  index  of  lumber,  as  shoim  in  the  following  tabulation  of  average 
stumpage  prices  per  thousand  board  feet  for  sales  of  national  forest 
timber: 


Fiscal 

year 


Average 

stumpage 

prices 


Fiscal 

year 


Average 

stumpage 

prices 


1926 

1927 

1928 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

1940 


$2,83 

2,85 

2.74 
2.87 
2,91 

2.75 
2,44 
2.15 
2.33 
2,57 
2.60 

2.49 

2.50 
2.62 

2.76 


1941 

1942 

1943 

1944 

1945 

1946 

1947 

1948 

1949 

1950 

1951 

1952 

1953 

1954 

1955 


.946 


$ 2.79 


10.20 

13.43 

13.68 

12.18 

11.18 


2.78 

3.67 

4.25 

4.14 

4.21 

4.28 

5.60 

7.69 


8.77 
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SOURCE:  Bureau  of  Labor  Statistics,  U.  S.  Department  of  Labor. 
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This  rapid  rise  in  stiompage  values  has  largely  been  the  result  of 
increasingly  keen  competition  for  available  supplies  of  standing 
timber,  Stumpage  prices  for  given  tracts  of  timber  vary  vddely  in 
the  United  States  depending  upon  species,  quality,  volume  per  acre 
and  other  factors. 


The  Demarid  and  Price  Outlook  for  Pulov;ood 
Consumption  rising  rapidly 

During  the  first  half  of  1955  pulpwood  consumption  was  15  percent  above 
the  corresponding  period  in  1954  as  a result  of  unprecedented  business 
activity  and  a resulting  high  level  of  demand  for  paper  and  board. 

Total  consumption  in  1955  is  estimated  at  33  mllion  cords,  or  13 
percent  above  the  consiamption  of  29,2  million  cords  in  1954,  and  95 
percent  above  consumption  in  1945,  This  estimate,  however,  does  not 
include  the  equivalent  of  about  10  million  cords  of  pulpvrood  imported 
in  1955  in  the  form  of  vjoodpulp,  paper  and  board. 

In  1956  some  further  increase  is  expected  in  pulpwood  consumption 
in  response  to  a further  rise  in  demand  for  paper  and  board  resulting 
from  continued  growth  of  population  and  Gross  National  Product  and 
continuing  development  of  new  uses  for  paper  and  paper  products. 

The  pulp  and  paper  industry  has  shown  phenomenal  grovrth  in  the  past 
three  and  a half  decades  vfith  pulpwood  consumption  rising  from  about 
6 million  cords  in  1920  to  33  million  cords  in  1>55  (Table  3). 

It  is  estimated  that  by  1975,  the  potential  demand  for  pulpv/ood  will 
reach  at  least  56  million  cords.  It  has  been  assumed  in  this  estimate 
that  there  will  be  a considerable  ^ift  towards  the  use  of  high-yield- 
ing dense  hard^voods,  greater  use  of  waste  paper,  and  increased  use  of 
hi^  yielding  pulp  processes, 

U,  S,  increasingly  self-sufficient  in  pulpwood 

Domestic  forests  are  being  called  upon  to  supply  pulpwood  for  most  of 
the  rising  demands  for  pulp  and  paper.  In  1955,  for  example,  pulpwood 
production  from  domestic  forests  is  estiniated  at  30  ndllion  cords  and 
net  imports  from  Canada  at  2 million  cords  (Table  3),  In  1900,  on  the 
other  hand,  pulpwood  imports  accounted  for  about  20  percent  of  the 
pulpwood  used  by  U.  S,  mills,  Pi’lpwood  production  in  the  United  States 
has  now  reached  a point  where  it  is  equivalent  in  volume  to  38  per- 
cent of  the  logs  cut  for  lumber. 

Domestic  pulp,jood  consvimed  in  1955  - 31  million  cords  including  1 
million  cords  from  stocks  - represented  94  percent  of  the  total  con- 
sumption of  33  million  cords  in  U.  S,  pulp  mills,  and  72  percent  of 
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* Estimated e Subject  to  revision. 

Note:  Data  do  not  necessarily  add  to  total  becaxise  of  rovinding. 

1/  Inclixies  changes  in  stocks  for  all  years  1941  through  1955. 

Source:  Bureau  of  the  Census,  U.  S,  Dept,  of  Commerce,  and  Forest  Service,  U,  S.  Dept,  of  Agriculture 
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the  43  million  cords  required  for  both  domestically  produced  and 
imported  pulp,  paper  and  board.  By  1975^  it  is  estimated  that  net 
imports  of  pulpwood  x-.dll  show  little  change  and  that  the  equivalent 
of  12  million  cords  of  pulpwood  may  be  imported  in  the  form  of  wood- 
pulp  and  paper.  Thus  pulpvrood  demands  on  domestic  forests  in  1975 
may  amount  to  at  least  2^2  million  cords  or  40  percent  more  than  the 
current  pulpwood  cut. 

Softwoods  preferred  for  pulpwood 

Southern  pine,  western  hemloc^,  Do’jglas-fir,  spruce  and  true  firs  are 
most  in  demand  for  pulpiTOod  and  these  species  have  long  been  the  princi- 
pal source  of  pulpwood  used  for  pulp  and  paper  manufacture  in  this 
country  and  in  Canada,  It  is  estimated  that  softwoods  make  up  about 
81  percent  of  the  current  pulpvrood  cut.  In  the  South,  softwoods  com- 
prise about  84  percent  of  the  total  cut,  in  the  North  56  percent 
and  the  ^"est  almost  100  percent  of  the  total.  Softwoods  are  generally 
preferred  over  hardwoods  for  pulping  because  of  longer  fiber  length 
and  greater  strength  for  pulp  and  paper. 

Consumption  of  hardv/oods  has  been  e:qDanding,  hov/ever,  as  a result  of 
declining  supplies  of  scfti/ood  timber  and  development  of  more  efficient 
pulping  processes.  This  has  been  particularly  true  in  the  North 
where  the  stands  of  preferred  spruce  and  fir  have  not  been  adequate  to 
meet  ex’'^ding  demands  of  the  pulp  industry.  Although  the  proportion 
of  hardwood  pulpwood.  to  softwood  pulpvrood  has  not  changed  appreciably 
for  many  years,  production  has  risen  from  about  0,8  million  cords  in 
1920  to  5.7  million  cords  in  1955.  a future  trend  towards  the  use 
of  more  hardvrood  is  expected  as  a result  of  the  new  pulping  processes 
suitable  for  hardv;ood.s,  the  hi^er  yields  obtainable  per  cord  of  wood 
and  increasing  competition  for  the  available  softwood  timber  supplies. 

Pulpwood  production  concentrated  in  the  South 


Pulpwood  production  in  the  South  has  increased  rapidly  from  about  1 
million  cords  in  1930  to  an  estimated  18,1  million  cords  in  1955 
(Table  4>  Chart  6).  This  present  cut  of  pulpvjood  is  equivalent  to 
nearly  tvxo-thirds  the  volume  of  sawlogs  produced  in  this  region,  and 
about  one-third  of  the  total  timber  cut  for  all  products  including 
fuelwood.  To  an  increasing  extent  the  same  sizes  and  species  of  tim- 
ber are  utilized  for  saxvlogs  and  pulpwood  in  the  South, 

The  rapid  grovrth  of  the  pulp  and  paper  industry  in  the  South  and 
expected  future  expansion  are  based  upon  a n\imber  of  favorable 
factors.  These  include  good  location  with  respect  to  markets;  rea- 
sonable security  of  future  rav;  material  supplies  based  upon  rapid 
tree  gro-vth;  ample  supplies  of  labor,  year-long  woods  work  and  com- 
paratively easy  logging  conditions;  availability  of  v/ater,  chemicals 
and  povjer;  and  excellent  transportation  facilities  for  both  pulpvjood 
and  finished  products. 
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Considerable  competition  has  developed  between  pulp  idlls  and  between 
pulp  mills  and  sawmills  for  the  available  supply  of  softwood  timber 
in  many  parts  of  the  South,  Yet  further  expansion  of  the  southern 
pulp  industry  is  to  be  expected  because  of  such  factors  as  strong 
bargain itig power,  ability  to  use  small  size  low  grade  material^  and 
the  increasing  number  of  smaller  sized  trees  in  southern  forests, 

PTilp^ifood  production  in  the  Ivest  increased  from  about  0,3  million  cords 
in  1925  to  an  estimated  5.3  million  cords  in  1955^  including  about  2 
million  cords  of  plant  residues  (Table  4#  Chart  3).  Further  increases 
in  production  in  this  region  are  also  expected.  O'estern  forests, 
although  amounting  to  less  than  one-fourth  of  the  total  commercial 
forest  area,  contain  about  one-half  of  the  cubic  volume  of  timber  in 
the  United  States  (Chart  4).  This  region  also  has  large  quantities 
of  unused  plant  residues  suitable  for  pulp  manufacture, 

Pulpwood  production  in  the  North  is  not  expected  to  change  much  from 
present  levels  in  the  near  future,  althou^  production  of  hardwood 
pulpv/ood  is  expected  to  increase  while  softwood  pulpwood  may  decline. 
Fifty  years  ago,  the  North  supplied  nearly  all  of  the  piilp-zood  pro- 
duced in  the  United  States  and  as  late  as  the  early  1930 ’s  supplied 
more  than  half  of  the  cut  (Table  4,  Chart  7).  Since  then  production 
has  increased  slowly  and  the  region  has  declined  in  importance  as  a 
producing  region.  This  has  resulted  from  local  depletion  of  softwood 
timber  resovirces  with  consequent  high  costs  of  raw  materials,  strong 
competition  from  other  regions,  and  local  problems  such  as  stream 
pollution.  There  are  increasingly  large  volumes  of  second-growth 
hardwood  timber  in  this  region  which  can  support  substantial  increases 
in  output. 

Pulpwood  prices  stable  in  recent  years 

Pulpwood  prices  ^ow  a considerable  amount  of  variation  in  the  different 
regions,  depending  upon  species,  local  tinber  supplies  ard  other  factors. 
In  the  Lake  States  the  price  of  rough  pulpwood  f.c.b,  cars  averages 
about  $23*75  per  cord  for  spruce,  $16.00  for  pine  and  $10,50  for  aspen 
and  northern  hardwoods.  In  the  Northeast,  prices  f.o.b,  car  average 
about  $18,50  per  cord  for  spruce  and  fir  and  $14,00  for  pine,  aspen 
and  mixed  hardwoods.  In  the  South,  prices  per  rough  cord  f.o.b,  car 
average  about  $13*65  for  pine  and  $12.85  for  hardwoods.  Supplies  of 
pulpwood  seem  ample  to  meet  anticipated  demands  in  1956  and  no  sub- 
stantial changes  in  prices  are  expected. 

Since  the  1930’s,  pulpwood  prices  have  advanced  rapidly.  Prices  for 
sotthem  pine  pulpwood,  for  example,  increased  from  $3,60  per  cord 
in  193s  to  $13. 80  as  of  September,  1955  a-s  shovm  in  the  foUoidng 
tabulation:^ 


^ Prices  shown  in  this  tabulation  represent  the  v/eighted  average 
of  all  rough  pine  pulpv/ood  loaded  on  railroad  cars,  delivered  to  barge 
landings  or  trucked  to  pulp  mills  in  the  Southeast, 
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Year 


Average 

price 


Year 


Average 

price 


193s 

1939 

1940 

1941 

1942 

1943 

1944 

1945 

1946 


$ 3«60 


3.90 

4.15 

4.60 

6.00 

7.25 

8.20 

8,45 

10.10 


1947 

1948 

1949 

1950 

1951 

1952 

1953 

1954 


Sept.  1,  1955 


$ 10.95 
11.70 
11.00 

11.90 
13.85 

13.90 
13.80 
13.75 
13.80 


The  Demand  and  Price  Outlook  for  Veneer  Logs  and  Bolts 
Veneer  log  consiamption  rising  rapidly 

Consumption  of  veneer  logs  and  bolts  in  the  United  States  has  risen 
from  0.7  billion  board  feet  in  1925  to  3.0  billion  board  feet  in 
1955  - an  increase  of  329  percent  (Chart  9).  Most  of  this  increase 
has  been  in  consumption  of  softwood  veneer  logs  which  rose  from  0,2 
billion  board  feet  in  1925  to  an  estimated  2,0  billion  board  feet  in 
1955.  Consumption  of  hardwood  veneer  logs  during  this  same  period 
increased  from  0,5  billion  board  feet  to  about  1 billion  board  feet. 

In  1956  veneer  log  consumption  is  expected  to  increase  slightly  with 
most  of  the  expected  increase  in  softwood  veneer  logs  and  bolts.  This 
reflects  an  anticipated  rise  in  the  use  of  softwood  plywood  both  in 
construction  - the  use  which  accounted  for  most  of  the  rapid  increase 
in  consumption  after  1925  - and  in  shipping  and  fabricated  products. 

Almost  all  of  the  softwood  veneer  logs  are  produced  in  the  West 
while  the  hardwoods  are  produced  in  both  the  South  and  the  North, 
Limited  quantities  of  veneer  logs,  chiefly  specialty  hardwoods,  are 
imported  into  the  United  States, 

By  1975  substantial  increases  are  expected  in  the  demand  for  both 
softirood  and  hardwood  veneer  logs.  Potential  demands  in  1975  at 
prices  soraevirfiat  above  current  levels,  are  estimated  at  2,7  billion 
board  feet  for  softwood  and  1,8  billion  board  feet  for  hardwood 
veneer  logs.  The  total  anticipated  demand  of  4,5  billion  board 
feet  represents  an  increase  of  50  percent  over  the  1955  level  of 
consumption.  Most  of  the  anticipated  increase  is  based  on  greater 
use  of  softwood  plsrvjood  in  construction. 

Veneer  log  prices,  both  for  softwoods  and  hardwoods,  have  risen  rapidly 
and  the  general  trend  of  pricds  is  likely  to  continue  upward,  primarily 
because  of  a growing  scarcity  of  the  high  quality  timber  demanded  for 
veneer  and  plywood. 
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D emand  and  Price  Oixtlook  Other  Trl-Hiber  Products 


Fuelwood  cons-umption  decJ.ining 

Cons'ump'tion  of  fusD-wood  for  domestic  use  in  1955  is  estimated  at  about 
25  million  cords  of  roundwood,  plus  an  additional  27  million  cords  of 
plant  residues-,  Fuelwood  consumption  in  1955  represents  less  than 
half  of  that  prevailing  25  years  ago  as  a result  of  imdespread  sub- 
stitution of  more  convenient  fuels  such  as  coal,  oil,  gas  and  elec- 
tricity, Further  declines  in  the  use  of  fuelwood  is  expectedc  By 
1975  total  consumption  of  fuelwood  for  domestic  and  industrial  purposes 
is  estimated  at  about  40  million  cords  including  on^y  20  million  cords 
of  roundwood.  Since  a substantial  part  of  the  roundwood  cut  consiats 
of  dead  and  cull  trees  it  is  estimated  that  no  more  than  10  million 
cords  may  be  drawn  from  timber  groiving  stocko 

Consumption  of  other  products  show  variable  trends 

Mine  timbers  - An  estimated  90  million  cubic  feet  of  round,  split 
and  hewn  mine  timbers  are  currently  used  in  mines  of  the  United  States, 
This  is  only  about  half  the  level  of  use  in  the  1920’ s.  The  decline 
in  use  primarily  is  a result  of  substitution  of  sawn  timbers,  greater 
use  of  steel,  and  changes  in  mining  practices.  In  view  of  expected 
increases  in  coal  and  ore  production  some  slight  increase  in  the  use 
of  mine  timbers  is  expected  in  the  future. 

Cooperage  logs  - About  350  million  board  feet  of  logs  and  bolts 
were  used  by  the  cooperage  industry  in  1955;  little  change  is  expected 
in  1956,  Use  of  wood  for  cooperage  has  declined  greatly  during  the 
past  three  decades  as  a result  of  the  substitution  of  steel  and  fiber 
containers,  changes  in  methods  of  merchandising,  and  the  decreasing 
availability  of  high  quality  cooperage  timber.  It  is  anticipated 
that  markets  for  \^hite  oak  cooperage  for  whiskey  barrels  will  remain 
firm,  but  the  future  of  cooperage  for  other  purposes  does  not  appear 
bright. 

Hewn  ties  - About  4 million  he^/m  ties,  representing  about  12  per- 
cent of  the  total  number  of  cross  ties  installed,  are  currently  used 
by  railroads  in  the  United  States,  Hewn  ties  are  produced  chiefly 
in  the  South  of  southern  yellovr  pine  and  oak  timber.  The  1955  level 
of  hewn  tie  consiimption  represents  only  about  one-tenth  of  the  level 
vjhich  prevailed  during  the  1920’ s,  due  primarily  to  substitution  of 
saiAjn  for  hevm  ties.  A general  downward  trend  in  consumption  of  hewn 
ties  and  a continued  shift  to  savm  ties  is  expected.  Thus,  by  1975 
it  is  estimated  that  consumption  may  amount  to  no  more  than  aboiit  3 
million  ties  per  year. 
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Poles  and  piling  - Aboiit  6 million  utility  poles  and  10  million 
linear  feet  of  piling  are  currently  used  in  the  United  States >,  No 
significant  change  in  consumption  is  expected  in  the  near  future, 
althou^  by  1975  demands  for  poles  are  expected  to  drop  somewhat. 

Miscellaneous  products  - Current  consumption  of  a variety  of  minor 
products  such  as  shingle  logs,  turnery  logs  and  bolts,  small  dimension 
stock,  distillation  wood,  farm  timbers,  and  other  miscellaneous  pro- 
ducts amounts  to  about  250  million  cubic  feet  of  vjood  annually.  No 
change  in  consumption  seems  likely  in  195^,  although  use  of  such 
products  by  1975  is  ejcpected  to  increase  somewhat. 
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THE  LEMAHD  AM)  PRICE  OUTLOOK  FOR  IIAALLL  STORES 


Domestic  Consumption  Rising.  Domestic  consumption  of  both  rosin  and 
turpentine  in  the  crop  year  beginning  April  1,  1955  is  expected  to  ex- 
ceed that  of  a year  earlier.  (See  table  5 and  chart  10.)  Rosin  should 
be  at  least  11  percent  higher  and  turpentine  about  6 percent  above  last 
year's  levels.  No  significant  change  is  expected  in  the  195^  crop 
year. 


Unlike  many  agricultural  commodities,  rosin  is  an  industrial  raw 
material.  Therefore  consuription  depends  in  part  on  the  rate  of  in- 
dustrial activity,  particularly  as  related  to  paper  and  chemical 
products.  Although  industrial  utilization  of  turpentine  has  been  in- 
creasing for  the  past  two  decades,  the  outlet  for  over  half  the  output 
continues  to  be  in  sales  over-the-counter  to  householders  for  paint 
thinning,  cleaning  and  other  uses.  In  general,  nearly  all  of  the  sul- 
phate wood  turpentine  is  consumed  industrially  while  practically  all 
of  the  steam  distilled  wood  and  gum  turpentine  find  their  way  to  the 
retail  market  in  small  containers.  On  the  basis  of  consumption  during 
the  past  33  years,  the  long-term  outlook  for  both  rosin  and  turpentine 
consumption  appears  favorable  (table  6). 

Table  6. 


Rosin  and  Turpentine 

Production,  Domestic  Consumption  and  Exports,  Averages 
1922-31,  1932-41,  1942-51,  and  1952-54 


Rosin  ^ (Th 

ous . drums  of  520  lbs . 

net ) 

Crop  Years 

Begin.  April  1 

Production 

Consumption 

Export; 

1922-31  Avg. 

1,766 

811 

972 

1932-41  Avg. 

1,845 

1,029 

782 

1942-51  Avg. 

1,982 

1,519 

506 

1952-54  Avg. 

2,075 

1,507 

555 

Turpentine 

(Thous.  50-gallon  barrels) 

1922-31  Avg. 

626 

357 

267 

1932-41  Avg. 

616 

409 

219 

1942-51  Avg. 

596 

504 

104 

1952-54  Avg. 

574 

504 

95 

17  Including  equivalent  drums  of  tall  oil  resin  acids  computed  on 
basis  of  45  percent  content. 
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Table  5 


- T''''3AnC0 

Supplies  and  Requirements,  Rosin  and  Turpentine 
^ Types,  Crop  Years  194^49  through  1954-55 
(Actual)  and  1955-56  (Eatimated) 


Crop  Tear 
Beginning 

s 

S TJ  P P L 

Y 

R E Q 

U I R E 

M E N TS  : 

•.  CoTvnoditv  and  Tvoe 

j Carry-in 
: Stocks  1/ 

Production 

inoorts 

Available 

Supolv 

Domestic 

Export 

Total  : 

Carrv-out  Stocla 

Rosin  (520  lb.  drums) 

1948 

Gum 

S.D.  Wood 

Tall  011  2/  4 
Total 

Tall  Oil  Rosin 

162,090  2/ 
115,890  2/ 
?9,408 

317,388  2/ 

921,220 

1,154,890 

214,500 

2,290,610 

1,071 

-0- 

-0- 

1,071 

1,084,381 

1,270,780 

253,908 

2,609,069 

370,583 

864,071 

188,570 

1,423,224 

236,228 

266,049 

24,325 

526,602 

606,  3U 

1,130,120 

212,895 

1,949,826 

477,570  2/ 
140,660  y 

41,013 

659,243  2/ 

1949 

Gum 

S.  D.  Wood 
Tall  Oil  2/  4 
Total 

Tall  Oil  Rosin 

477,570  2/ 
140,660  2/ 
a,  013 

6»,243  2/ 

924,900 
1,098,  ao 
191,473 
2,214,983 

4,229 

-0- 

-0- 

4,229 

1,406,699 

1,239,270 

232,486 

2,878,455 

347,152 

842,532 

153,CC6 

1,342,690 

256,927 

305,098 

28,331 

550,356 

604,079 

1,147,610 

181,357 

1,933,046 

802,(20  2/ 

91,660  2/ 

51,129 

945,409  2/ 

1950 

Gum 

S.  D.  Wood 
Tali  OU  2/  & 
Total 

Tall  Oil  Rosin 

302,620  2/ 
91,660  2/ 
51,129 

945,409  2/ 

797,620 

1,339,410 

316,144 

2,453,174 

4,475 

-0- 

-cu 

4,475 

1,604,715 

1,431,070 

367,273 

3,403,058 

550,  534 
985,348 
282,466 
1,818,358 

595,^1 

345,682 

39,618 

980,891 

1,U6,175 

1,331,030 

322,034 

2,799,289 

458,540  2/ 
100,040  2/ 

45,189 

603,769  2/ 

1951 

Gum 

S.  D.  Wood 
Tall  Oil  2/  & 
Total 

Tall  Oil  Rosin 

458,540  2/ 
100,(XO  2/ 
45,139 

603,7  W 2/ 

716,350 

1,333,040 

323,546 

2,372,936 

1,980 

-0- 

-0- 

1,980 

1,176,870 

1,433,080 

368,735 

2,978,685 

392,190 

923,479 

258,489 

1,574,158 

293,140 
278,  561 
37,260 
608,961 

685,330 

1,202,040 

295,749 

2,183,119 

491,540  2/ 
231,040  2/ 

72,986 

795,566  2/ 

1952 

Gum 

S.  D.  Wood 
Tall  Oil  2/  & 
Total 

TaU  Oil  Rosin 

491, 540  2/ 

231,040  2/ 

72,986 

795,566  2/ 

633,360 

1,082,530 

267,033 

1,987,923 

3,000 

-0- 

-0- 

3,000 

1,132,900 

1,313,570 

340,019 

2,786,489 

312, 563 

917,178 

239,611 

1,469,352 

138,577 

218,062 

28,208 

384,847 

451,140 

1,135,240 

267,819 

1,854,199 

631,760  2/ 
178,330  2/ 
72,200 

932,290  2/ 

1953 

Gum 

S.  D.  Wood 
Tall  Oil  2/  4 
Total 

Tall  Oil  Rosin 

681,760  ^ 
178,330  2/ 
72,200 

932,290  2/ 

531,^20 

1,213,^0 

273,752 

2,018,712 

i,ao 

-0- 

-0- 

1,410 

1,214,790 

1,391,670 

345,952 

2,952,412 

348,050 

913,880 

240,133 

1,502,063 

132,100 

384,350 
35,82  5 
552,275 

480,150 

1,298,230 

275,958 

2,054,333 

734,640  2/ 
93,440  2/ 

69,994 

898,074  2/ 

1954 

Gum 

S.  D.  Wood 
TaU  Oil  2/  & 
Total 

Tall  Oil  Rosin 

734,640  2/ 
93,440  2/ 
6(9,994 

898,074  2/ 

527,700 

1,342,370 

347,209 

2,217,279 

390 

-0- 

-0- 

390 

1,262,730 

1,435,310 

417,203 

3,115,743 

345,220 

887,420 

317,755 

1,550,399 

208,840 

450,470 

60,519 

727,829 

554,060 

1,345,890 

378,278 

2,278,226 

708,690  2/ 
89,920  1/ 

38,925 

637,515  2/ 

1955 

Gum 

S.  D.  Wood 
Tall  oa  2/  & 

Total 

Tall  Oil  Rosin 

708,  500  2/ 

90.000  2/ 

39.000 

337,500  2/ 

435.000 

1.390.000 

460.000 

2.285.000 

500 

-0- 

-0- 

500 

1.144.000 

1.480.000 
499,000 

3.123.000 

400.000 

935.000 

380.000 

1,715,000 

169.000 

455.000 
60,000 

681t,000 

564.000 

1.390.000 

440.000 

2.399.000 

575.000 

90.000 

59.000  2/ 

724,000 

Turpentine  ( 50  gal  • b bis  • ) 


1948 

Gum 

87,390  2/ 

324,330 

13,613 

425,333 

227,287 

70,916 

298,203 

127,130  2/ 

Wood  (Total) 

107,960  2/ 

334,810 

-0- 

442,770 

294,442 

45,768 

340,210 

102, 560  2/ 

S.  D. 

y 

2(77,160 

-O- 

y 

y 

y 

y 

y 

Sulphate 

y 

324,870 

-0- 

y 

y 

y 

y 

y 

D.  D. 

y 

2,780 

-0- 

y 

y 

y 

y 

y 

Total 

195,350  2/ 

659,140 

13,  a3 

868,103 

521,729 

116,684 

638,413 

229,690  2/ 

19^9 

Gum 

127,130  2/ 

323,010 

14,170 

464,310 

240,380 

99,270 

339,650 

124,660  ^ 

Wood  (Total) 

102,560  2/ 

350,280 

-0- 

452,840 

315,256 

56,284 

371,540 

81.300  2/ 

S.  D. 

y 

199,630 

y 

y 

y 

y 

y 

Sulphate 

y 

147,500 

-0- 

y 

y 

y 

y 

y 

D.  D. 

229,690  2/ 

3,150 

-0- 

y 

y 

^ , 

Total 

6^3,290 

14,170 

917,150 

555, 635 

155,554 

711,190 

205,960  ^ 

1950 

Gum 

124,660  2/ 

271,880 

16,771 

413,311 

239,940 

137,771 

377,711 

35,600  2/ 

Wood  (Total) 

81,300  2/ 

436,670 

-0- 

517,970 

354,117 

70, 693 

424,810 

93,160  2/ 

S.  D. 

y 

237, 080 

-0- 

y 

y 

y 

y 

y 

Sulphate 

y 

194,180 

-0- 

y 

y 

y 

y 

y 

D.  D. 

5,410 

-0- 

y 

y 

y 

y 

Total 

205,960  2/ 

708, 550 

16,771 

931,281 

594,077 

208,464 

802,521 

128,120  2/ 

1951 

Gum 

3S600  2/ 

246,460 

19,092 

301,152 

174,  571 

67,251 

241,822 

59,330  2/ 

Wood  (Total) 

93,160  2/ 

437,500 

-0- 

530,660 

352,286 

43,254 

395,540 

135.120  2/ 

S.  D. 

y 

229,^0 

-0- 

y 

y 

y 

y 

y 

Sulphate 

y 

203,430 

-0- 

y 

y 

y 

y 

y 

D.  D. 

4,480 

-0- 

y 

y 

y 

y 

Total 

128,760  2/ 

633,960 

19,092 

831,812 

526,857 

110, 505 

637,362 

194,450  2/ 

1952 

Gum 

W,330  2/ 

217,360 

19,636 

296,326 

173,084 

43,042 

216,126 

80,200  2/ 

Wood  (Total) 

135,120  2/ 

347,580 

-0- 

482,700 

294,535 

39,115 

333,750 

148,950  2/ 

S.  D. 

y 

175,090 

y 

y 

y 

y 

y 

Sulphate 

y, 

169,560 

-0- 

y 

y 

y 

y 

y 

D.  D. 

^ , 

2,930 

-0- 

y 

y 

y 

y 

y 

Total 

194,450  2/ 

564,940 

19,636 

779,026 

457,719 

82,157 

549,876 

229,150  2/ 

1953 

Gum 

80,200  2/ 

177,680 

22,830 

280,710 

156,500 

34,880 

191,380 

89,330  2/ 

Wood  (Total) 

148,950  2/ 

360,170 

-0- 

509,120 

348,470 

53,070 

401, 540 

1(77,580  2/ 

S.  D. 

193,090 

-0- 

y 

y 

y 

y 

y 

Sulphate 

y 

164,220 

-cu 

y 

y 

y 

y 

y 

D.  D. 

2,860 

-0- 

y 

y 

y 

y 

Total 

229,150  2/ 

537,850 

22,830 

739,830 

504,970 

87,950 

^,920 

196,910  2/ 

1954 

Gum 

89,330  2/ 

175,940 

15,360 

280,630 

145,950 

50,240 

196,190 

84,440  2/ 

Wood  (Total) 

107, 580  2/ 

441,860 

-0- 

549,440 

392,150 

65,620 

457,770 

91,670  2/ 

S.  D. 

y 

2(77,700 

-0- 

y 

y 

y 

y 

y 

Sulphate 

y 

231,750 

-0- 

y 

y 

y 

y 

y 

D.  D. 

^ , 

2,410 

-0- 

y 

y 

y 

y 

y 

Total 

196,910  2/ 

617,800 

15,360 

830,070 

538,100 

115,860 

653,960 

176,110  2/ 

1955 

P Inc] 

Gum 

Wood  (Total) 

S.  D. 

Sulphate 

D.  D. 

Total 

34.000  2/ 

92.000  2/ 

y 

y 

y 

176,000  2/ 

1115.000 

1188.000 

200.000 

205.000 
3,000 

633.000 

16,000 

-0- 

-0- 

-O- 

-0- 

16,000 

21(5,000 

500,000 

V 

y 

V 

025,1300 

iUo,ooo 

1(30,000 

V 

V 

V 

57o,ltoo 

46,000 

50,000 

4/ 

96,^ 

106,000 

1(80,000 

y 

y 

V 

666, doo 

59,000  2/ 
100,000  2/ 

y 

159,000  2/ 

"y  These  are  rtcbs  stocks  and  Include  turpentine  and  rosin  sold  and  awaiting  ^ipment. 
i Resin  Acid  Equivalent# 

i/  No  breakdown  practicable  from  existing  information. 
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CHART  10 


Supply  and  Disappearance  - Rosin  and  Turpentine 
Crop  Years  Resinning  April  1948  through  1955 
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1 / ! 

Output  Rise  Expected  in  19^$ • About  2^205,000  druins  of  rosin 
^including  the  resin  acids  in  tall  oil)  and  633^000  barrels  of 
turpentine  are  expected  to  be  produced  in  the  1955  crop  year^  an 
increase  of  2 l/2  percent  over  the  previous  year.  A 3-^  percent 
increase  in  steam  distilled  rosin  production  and  a nearly  one -third 
increase  in  the  production  of  tall  oil  resin  acids  should  more  than 
offset  a 17-18  percent  decline  in  gum  rosin  output.  A 23  percent 
increase  in  sulphate  wood  turpentine  production  is  expected  to  over- 
come an  l8  percent  fall  in  gum  turpentine  output  and  a 3-^  percent 
reduction  in  output  of  steam  distilled  turpentine. 

Further  Increase  in  Output  Likely  in  195^-  Next  year  may  be  the 
fourth  year  in  a row  for  rosin  production  to  increase;  turpen- 
tine output  is  expected  to  rise  for  the  third  straight  year. 

Increases  are  anticipated  in  the  production  of  gum  rosin  and  gum 
turpentine,  tall  oil  and  tall  oil  wood  rosin  and  sulphate  tuipen- 
tine.  The  peak  of  steam  distilled  wood  rosin  and  turpentine  output 
probably  lias  been  reached  and  no  increase  in  195^  above  the  1955 
level  is  likely. 

The  increase  expected  in  gum  rosin  and  gum  turpentine  output  wotild 
reverse  a downswing  which  has  been  in  effect  since  19^-9  • Ike  actual 
quantities  to  be  produced  will  depend  on  developments  which  cannot 
now  be  foreseen  clearlj''.  As  always,  terjperature  and  rainfall  will 
be  important  factors.  Equally  as  important  will  be  the  extent  to 
which  pulp  mill  timber  owners  are  willing  to  grant  leases  of  more 
than  one  or  two  year  periods  to  attract  naval  stores  operators . 
Following  severe  forest  fires  earlier  this  year,  timber  owners 
reportedly  are  seeking  increased  forest  supervision  and  caretaker 
service.  Steam  distilled  wood  rosin  and  turpentine  output  will 
stay  at  about  present  levels  if,  as  expected,  demand  remains  strong. 

The  quantity  of  tall  oil  rosin  produced  in  195'^  will  depend  in  part 
on  the  extent  to  which  markets  are  developed  to  absorb  the  fatty 
acid  content  of  the  crude  tall  oil. 

Long  Term  Outlook.  From  table  6 above,  it  is  apparent  that  over 
the  years  domestic  rosin  production  haa  been  rising  and  turpentine 
output  falling. 

In  rosin,  the  esq^ansion  of  the  wood  naval  stores  part  of  the  in- 
dustry (including  tall  oil)  more  than  offsets  the  shrinlrage  of  gimi 
output.  While  the  same  alteration  in  production  patterns  has 
occurred  in  the  case  of  turpentine,  in  contrast  to  its  rosin  counter- 
part, output  has  declined  slightly.  Partial  explanation  of  this 


T7  520  lbs.  net  each. 

2/  Including  the  resin  acid  content  of  tall  oil. 
3/  50  gallons  each. 
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lies  in  the  declining  yields  of  gum  and  steam  distilled  wood 
turpentine  relative  to  rosin  output.  (See  table  7 below.) 

Also  the  proportion  of  turpentine  to  rosin  is  considerably 
smaller  in  steam  distilled  output  (which  has  been  rising)  than 
in  gum  production  (which  has  been  falling). 


Table  7- 


Turpentine  Yields  Per  Drum  of  Rosin 
192i!-,  193A,  l^hk  and  195^1- 


Crop  Years 
Begin.  Apr.  1 


Gallons  Turpentine  Output  Per  Drum  of  Rosin 

Steam  Distilled  Gum  Both  Types  V/eighted  Avg. 


192  a 

193^ 

19kk 

1954 


Ih 

19 

18 

10 

18 

16 

9 

18 

14 

8 

17 

10 

The  trend  in  turpentine  production  probably  will  be  reversed  and 
increased  supplies  of  both  rosin  and  turpentine  appear  in  pros- 
pect for  the  next  several  years.  Githin  the  limits  fixed  by  a 
rapidly  shrinking  supply  of  first  growth  long  leaf  pine  stumps, 
the  steam  distilled  part  of  the  naval  stores  industry  is  likelj^  to 
continue  producing  at  or  near  capacity  as  long  as  demand  remains 
strong.  Expansion  of  sulphate  pulp  production  is  eicpected  to 
continue  and  with  it  the  output  of  tall  oil  and  sulphate  wood 
turpentine.  The  present  low  level  of  gum  naval  stores  production 
results  in  large  part  from  competition  of  expanding  industrial 
and  forestry  enterprises . Only  about  7 percent  of  the  timber 
suitable  for  gum  naval  stores  production  now  is  being  so  utilized. 
However,  the  growing  interest  of  some  ptilp  mills  in  leasing  forest 
tracts  for  naval  stores  operations  together  with  the  prospect  of 
lower  production  costs  through  continuing  research  on  increased 
crude  pine  gum  yields  and  lower  labor  requirements,  may  arrest 
or  reverse  the  decline  in  giom  output. 


Lower  Stocks  in  Prospect.  Both  rosin  and  turpentine  stocks  are 
expected  to  be  lower  at  the  beginning  of  the  next  season  than  at 
any  timie  since  April  1,  1952.  Nearly  3/^'  of  the  rosin  and  1/5  of 
the  turpentine  carry-in  for  195^  will  be  comprised  of  CCC  stocks. 
Total  rosin  stocks  should  constitute  a 3 l/2  to  h month  supply 
compared  with  the  long  time  average  of  about  5 months . Over- 
all turpentine  stocks  should  approximate  a three  month  supply  com- 
pared with  a long  time  average  of  about  2 l/2  months . 

Exports  Lower  in  1955.  Exports  may  be  somewhat  lox^rer  this  year 
as  compared  with  195^^-  because  of  the  increased  production,  pri- 
marily in  Portugal  and  France,  which  should  more  than  offset  the 
increased  foreign  consumption  resulting  from  expanded  industrial 
output  abroad.  The  increase  in  1955  foreign  rosin  and  turpen- 
tine output  is  estimated  (see  table  8)  at  about  17  and  l4  percent, 
respectively.  Foi-eign  expoil.  availabilities  should  be  about 
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Table  8 


Production  of  turpentine  and  rosini'  by 
specified  countriea£{  calendar  years  (except  where 
otherwise  noted)  average  1950-Ski  195h  and  1955. 


: T U R P 

E N T I 

IFe  (50  gal.  bbls.) 

:1950-5U  Average  : 

19^11 

* 

• 

1955  (Est.) 

: : Percent  of: 

Percent  of: 

:Percent  of 

Country 

: Quantity;  Total  : 

Quantity;  Total  ; 

Quantity 

: Total 

1,000  Bbls.  Percent 

1,000  Bbls. 

Percent 

1,000  Bbls,  Percent 

United  States  3/ 

622.6  67.5 

617.8 

67.8 

633.0 

65.U 

France  k/ 

89.8  9.7 

88.0  5/ 

9.6 

95.0 

9.8 

Portugal 

62. U 6,8 

56.U" 

6.2 

86.0 

8.9 

Spain 

51.7  5.6 

51.  U 

5.6 

55.0 

5.7 

Mexico 

33.7  3.7 

35.3 

3.9 

35.0 

3.6 

Greece 

20.9  2.3 

2U.3 

2.7 

25.0 

2,6 

Sweden 

Uo.6  li.4 

38.0  5/ 

U.2 

39.0 

U.O 

Total 

921.7  100.0 

911.2 

100.0 

968.0 

100.0 

Country 

R 0 S 

I N (520  lb.  drums) 

: 1,000  : 

: Etrums  : 

Percent 

; 1,000  : 

: Drums  ; 

Percent  ; 

1,000  : 
Drums  : 

Percent 

United  States  3/ 

2,210.0 

75.1 

2,217.3 

75.5 

2,285.0 

73.0 

France  h/ 

230.2 

7.8 

220.0  5! 

IS 

2U5.0 

7.8 

Portugal 

173.6 

5.9 

157.0 

5.3 

2U0.0 

7.7 

Spain 

122.1 

U.2 

12U.7 

U.3 

136.0 

U.3 

Mexico 

loU.U 

3.5 

102.2 

3.5 

102.0 

3.3 

Greece 

52.5 

1.8 

62.7 

2.1 

6^.0 

2.1 

Sweden  6/ 

U9.1 

1.7 

53.0  5/ 

1.8 

55.0 

1.8 

Total 

i,9kl>7 

100.0 

2,936.9 

100.0 

3,128.0 

100.0 

1/  Including  resin  acid  content  of  crude  tall  oil. 

V Although  the  USSR  is  believed  to  be  a substantial  producer  of  naval  stores, 
no  current  information  is  available  from  this  source. 

3/  Crop  years  April  1 through  llarch  31.  Includes  gum,  steam  distilled  wood,  sulphate 
wood,  and  destructively  distilled  wood  naval  stores.  Resin  acid  content  of  crude 
tall  oil  computed  at  k5  percent. 

k/  Crop  years  May  1 through  April  30. 

T/  Preliminary. 

Z/  Assuming  UO  percent  resin  acid  content  of  crude  tall  oil. 


Sources:  Foreign  production  data  from  official  trade  statistics,  U,S.  Foreign 
Service  dispatches  and  foreign  trade  sources;  U.S,  data  from  AMS  and 
Bureau  of  the  Census  reports. 
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40j000  barrels  of  turpentine  and  120^000  drums  of  rosin  more 
than  in  195^  but^  as  already  indicated,  part  of  this  should  be 
absorbed  by  rising  consumption  abroad. 

Foreign  stocks  should  be  negligible  at  the  end  of  the  producing 
season.  This  factor,  together  with  expectation  of  relatively 
little  change  in  foreign  naval  stores  output  next  year  (possibly 
a slight  increase  if  weather  is  favorable), points  to  about  the 
same  quantity  of  exports  in  195^  as  in  1955- 

An  interesting  development  in  the  foreign  naval  stores  situation 
during  the  past  year  has  been  the  attempted  formation  of  a cartel 
to  market  the  European  naval  stores  production.  Other  develop- 
ments of  interest,  which  may  eventually  affect  the  foreign  market 
for  American  naval  stores,  include  discovery  of  oil  in  the  naval 
stores  producing  region  in  Southwestern  France  and  the  con- 
struction of  several  sulphate  pulp  mills  in  Europe  including 
one  in  Portugal. 

Over  a long  period,  the  export  outlet  for  both  rosin  and  turpen- 
tine lias  become  progressively  less  important.  Whereas,  20  years 
ago  over  half  the  rosin  output  and  about  40  percent  of  the  tur- 
pentine production  was  absorbed  b^-  the  foreign  market,  during 
the  past  five  years  eiqjorts  accounted  for  less  than  30  percent 
of  domestic  rosin  output  and  20  percent  of  the  turpentine  pro- 
duction. 

Prices  to  Hold  Near  Present  Levels.  Prices  of  rosin  and  turpentine 
are  likely  to  stay  close  to  present  levels  well  into  1956.  Al- 
though foreign  supplies  of  naval  stores  should  be  exhausted  early 
next  year,  it  is  doubtful  whether  any  resultant  increase  in  export 
demand  will  be  sufficient  to  raise  prices  substantially  above  the 
present  level. 

Gum  turpentine  prices  and  the  price  of  rosin  in  drums  probably 
will  average  about  8 percent  higher  than  last  year.  This  would 
be  the  highest  since  the  crop  year  ending  March  31^  1952.  The 
price  of  turpentine,  however,  still  is  expected  to  average  sub- 
stantially under  the  6l  cents  per  gallon  average  for  the  past 
ten  years.  Prices  of  gum  rosin  in  bags  and  tank  cars  presently 
are  at  premiums  compared  to  prices  for  rosin  in  drums . This  is 
due  mainly  to  the  fact  that  rosin  shipped  in  bags  and  tank  cars 
is  for  the  expanding  domestic  market  and  does  not  coi^pete  with 
foreign  output  which,  at  present,  is  being  offered  at  prices 
below  corresponding  quotations  for  American  production.  Also, 
some  processors  are  unable  to  deliver  gum  rosin  in  bags  while 
others  prefer  not  to  because  of  the  additional  time,  labor  and 
other  factors  involved.  Finally,  the  absence  of  any  significant 
carry-over  of  crude  gum  from  last  year's  crop  forces  bagged  and 
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Qum  Rosin,  Qum  Turpentine,  Crude  Pine  Qum  and  the  Naval  Stores  Unit 
Market,  Parity  and  Support  Prices  and  Net  Volume  of  Price-Support 
Acquisitions  or  Disposals,  1934-55 
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000  Barrels  (50  gal.  ea.)  Centa  per  gaLlon  bulk  000  Drums  (517  lb.  net  ea . ) Dollars  per  100  lbs.  net 


Chart  11 


GUM  ROSm  Am)  GUM  TURPEIfrillE 

Average  Market  Prlcee  and  Support  Rates 
and 

Ret  Price  Support  Collateral  Acquisitions  or  Disposals 
Crop  Years,  193^  through  1955 
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11 


tank  car  rosin  to  corae  from  this  year's  all  time  low  gun  output. 


The  present  strong  market  situation  continues  the  trend  which 
began  more  than  two  years  ago.  Last  year  all  loans  under  the  195^ 
program  were  redeemed  and  about  15,000  drums  of  rosin  and  4,000 
barrels  of  turpentine  sold  from  CCC  stocks  acquired  under  the 
1953  and  prior  programs.  This  year,  the  1955  loan  program  has 
been  inactive  and  through  November  10,  113,298  drums  of  CCC  rosin 
and  lo,407  barrels  of  CCC  turpentine  Iiave  moved  into  consumption 
tn  between  requirements  and  free  supplies . Before 

e end  of  the  crop  year,  CCC  stocks  are  likely  to  be  called  on 
or  Substantial  additional  quantities  of  rosin  and  turpentine. 


The  important  influence  of  price  support  programs  on  naval  stores 
prices  over  the  past  two  decades  is  shown  in  table  9 s-^d  chart 
11.  It  will  be  observed  from  the  net  changes  in  price  support 
otocks  i^hat  in  many  years  rosin  and  turpentine  prices  were 
Dolstered  through  net  accumulations  of  collateraJ..  In  other 
yeais,  when  liquidations  exceeded  loans,  prices  tended  to  be 
depressed.  Finally,  there  were  years  when  program  pledges  and 
disposals  were  about  equal  with  the  result  that  CCC  operations 
apparently  had  little  or  no  overall  effect  on  prices . 
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Prepared  for  the  33rd  National  Outlook  Conference, 
Nov.  28  - Dec.  1,  1955,  by  the  Fruit  and  Vegetable 
Statistics  Branch,  Agricultviral  Estimates  Division, 
Agricultural  Marketing  Service,  U,  S,  D.  A, 


POTATOES  - ACREAGE  HARVESTED  AND  YIELD  PER  HARVESTED  ACRE 


1939  1944  1949  1954 
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The  reduction  in  marginal  acroage  and  nonconraercial  acreage  resulted  in  a larger  part  of  the  crop 
being  grovn  on  the  more  fertile^  higher-yielding  soils.  This  change  occurred  both  within  States 
and  between  States.  Growers  in  the  low-yielding  States  laade  more  drastic  acreage  cuts  than  those 
in  high-yielding  States,  thereby  shifting  a larger  part  of  production  into  the  high-yielding  States. 
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Aside  from  the  chanclnc  trends  In  farm  disposition,  Important  chanGos  also  have  occurred  over  the 
past  15  years  in  the  uses  made  of  potatoes  after  they  leave  the  Growers'  hands.  As  previously  pointed 
out,  the  level  of  production  is  about  the  same  as  it  was  I5  years  aGo  but  the  quantity  sold  is  larcer, 
averoGlnG  a.bout  307  million  bushels  in  1950-5^  compared  with  262  millions  in  1939“^3  • The  larcer 
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c-aif.-mia,  Worth  Dchota,  Orecon,  Colorado,  Tptah,  and  Long  Island,  New  York,  exceeded  the  rjuidea  by  14 
nercent.  The  conbined  acreage  In  all  of  the  l6  States  listed  above  exceeded  acrea/ve  Guides  by  I5  per- 
cent and  accounted  for  about  96  percent  of  the  total  for  all  States  overplantinG  their  acreage  guides . 
The  17  States  plantir^G  belov  the  guides  planted  6 percent  less  than  the  recoimiendations . 
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Sweetpotatoes ; Production  and  farm  disposition,  United  States,  1939-54 
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33rd  ^ National  Outlook  Conference  - November  1955 


UiJITEO  STATES  DEPARTMENT  UF  AGRICUITURE 
Foreign  Agricultural  Service 
Wa  s bin gt  on  25,  D . C . 


MJovei-iber  15,  1955 


Y 

Ej^PANDiNG  Foreign  markets 

For 

FRUITS  AND  VEGETABLES  y 

'-Objectives 

1,  To  obtain  access  to  foreign  markets  on  an  equal  basis  with  foreign 
competitors  for  United  States  fruit  and  fruit  products, 

2,  To  assist  the  United  States  fruit  industry;'  to  develop  and  maintain 
i.Moroved  foreign  r;arl'.ets  for  fruit  and  fruit  products. 


Significance  of  Export  outlet  to  the  United  .^tat_e_s  XPliyb 

Exports  of  United  States  fruits  and  fruit  products  have  orovided  a sub- 
stantial outlet  for  the  United  States  fruit  industry  for  mcny  jAea-rs.  Prior  to 
the  war,  almost  14  percent  of  all  sales  of  United  States  fruit  and  fruit 
products  were  made  to  foreign  markets.  In  that  period,  aliiiost  9 percent  of  the 
sales  of  fresh  fruit  v>ras  shipped  to  export  outlets,  vrhereas  over  23  percent  of 
the  total  sales  of  processed  fruit  went  "or  export.  During  the  last  3 years, 
only  about  S percent  of  the  sales  of  both  fresh  fimiit  and  processed  fruit 
products  x-rere  nade  to  export  outlets. 

The  export  market  for  citrus  fn.iit  grown  in  the  United  States  has  increased 
along  vfith  the  domestic  narket.  Exports  of  fresh  citrus  fruit  to  Canada,  ivhich 
is  our  largest  customer,  and  to  Europe  nox-j'  are  larger  than  before  the  XABr. 
PercentageX'/ise , about  the  same  share  of  total  sales  - 9 percent  - is  made  in 
export  markets  as  before  the  x-far.  In  fact,  the  percentage  of  fresh  fruit  sales 
mde  to  e:q)ort  outlets  has  increased  since  the  prevar  period,  xuhile  the 
percentage  of  processed  citru.s  ' sales  made  in  export  channels  is  about  half  of 
its  preXfiar  level. 

Exports  of  fresh  and  processed  United  States  deciduous  fruits,  hovrever, 
have  been  reduced  sharply  since  before  the  viar.  Prior  bo  the  x^yar,  over  S 
percent  of  all  fresh  deciduous  fruit  sales  and  over  25  percent  of  all  processed 
deciduous  fruit  sales  xuent  to  export  markets.  At  the  preseit  time,  only  about 
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3 or  4 percent  of  the  fresh  deciduous  fruit,  and  about  12  percent  of  the 
processed  deciduous  fruit  are  exported.  Formerly,  about  17  percent  of  all 
United  States  canned  fruit  sales  went  to  export  markets,  whereas  recently  about 
3 or  4 percent  have  been  sold  in  these  markets,  Diied  fruits  have  fared  a little 
better,  recently  exporting  about  l/5  of  their  total  sales,  as  compared  to  1/3  of 
the  total  dried  fruit  sales  being  exported  prior  to  the  war. 


United  States  Share  of  World  Fruit  Production 

The  United  States  is  the  world's  m.ost  important  fruit  producer.  Between  1/5 
and  1/6  of  the  total  production  of  fruit  in  the  world  is  grown  in  the  United 
States, 

Nearly  l/2  of  the  world  citrus  fruit  production  is  located  in  the  United 
States,  Over  1/3  of  the  oranges,  about  1/2  of  the  lemons,  and  over  9/l0  of  the 
grapefruit  grown  in  the  world,  are  grown  in  the  United  States,  The  Mediterranean 
area,  which  produces  almost  as  many  oranges  and  lemons  as  this  country,  provides 
our  greatest  competition.  Production  of  oranges  in  foreign  countries  is  expanding 
about  as  rapidly  as  in  the  United  States. 

The  production  of  deciduous  fruit  has  been  decreasing  slightly  in  the  United 
States  since  the  prevrar  period,  whereas  the  total  vrorld  production  of  deciduous 
fruit  is  about  l/5  larger  now  than  it  was  prior  to  the  vra.r.  There  have  been 
sharp  increases  in  production  of  apples  am  pears  in  the  Northern  European 
countries  and  of  soft  fruits  as  well  in  the  Mediterranean  countries,  since  the 
prewar  period.  Production  of  apples  and  pears  in  Europe  as  a whole,  for  example, 
currently  is  about  tvri.ce  the  prev/ar  average.  There  have  been  important  increases 
also  in  the  production  of  apples  and  pears  in  South  America  and  the  Union  of 
South  Africa.  Before  the  war.  United  States  deciduous  fruit  production  acco'unted 
for  1/3  of  the  v/orld  total,  whereas  the  United  States  share  has  dropped  to  l/4 
of  the  total  in  recent  years. 

Production  of  canned  fruits  in  Australia  and  South  Africa  has  been 
increasing  rapidly  since  the  war.  These  increases,  plus  small  increases  in 
production  in  European  countries,  have  offset  the  sharp  decline  in  Malajran 
pineapple  production  since  the  prewar  days.  United  States  canned  fruit  produc- 
tion provides  slightly  m.ore  than  3/4  of  the  vrorld  total. 

Almost  1/2  of  the  world  total  of  dried  fruit  production  is  produced  in  the 
United  States.  Important  foreign  competition  is  provided  by  the  Mediterranean 
areas,  Greece,  Yugoslavia,  Turkey,  and  Persia,  and  by  Australia  and  South  Africa. 
The  UnJ-ted  States  produces  about  1/3  of  vrarld  raisins,  and  about  4/5  of  the 
total  VAforld  prune  production. 

Information  relating  to  the  United  States  share  of  v>rorld  production  and 
trade  for  the  major  fruit  categories  is  provided  in  Tables  I and  II. 
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Table  I 


United  States  Share  oi  Vforld  Production, 
Average  1931-38,  annual  1951-54 


Crop 

season 

Citrus  and 
deciduous 
fruit 

: Citrus 
: fruit 

Deciduous 

fruit 

1/ 

Canned 

fruit 

2/ 

Dried 

fruit 

l! 

- - P e 

r c e n t - 

- — 

Average 

1934-38 

35 

40 

33 

78 

48 

1951... 

36 

46 

32 

73 

47 

1952... 

29 

43 

24 

76 

48 

1953... 

31 

45 

24 

76 

40 

1954... 

31 

45 

24 

72 

39 

'\J  Excluding  grapes  crushed  for  vdne. 
2/  Excluding  citrus, 

2/  Excluding  dates  and  figs. 


Table  II 

United  States  Share  of  V7orld  Trade, 
Average  1934-38,  Annual  1951-54 


Crop 

season 

Citrus 

fruit 

: Deciduous  ; 
f ruit  : 

Canned 

fruit 

y 

i Dried 
■ fmiit 

; zJ 

Average 

- 

- Perce 

n t - 

- 

1934-38 

12 

27 

44 

36 

1951... 

17 

12 

15 

22 

1952... 

16 

9 

22 

32 

1953... 

17 

8 

18 

25 

1954... 

17 

10 

23 

22 

2/  Excluding  citrus. 

Excluding  dates  and  figs. 


Destination  of  Exports 

Europe  and  Canada  have  provided  the  principal  outlets  for  oxpoids  of 
United  States  fruit  and  fruit  products.  Inf orrna,tion  relating  to  the  share  of 
the  total  sales  of  principal  United  States  fruit  and  fixiit  products  made  to 
these  respective  markets  is  provided  in  Table  III. 
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Table  III 

Share  of  Major  United  States  Fruit  Groups  Exported, 
by  Principal  Destinations, 

Average  1934-3S,  Annual  1951“5A- 


Fruit  groups 
and 

crop  season 

Exports 

Total 

• Europe 

’ Canada  • 

Other 

Percent  of 

total  sales  - 

Fresh 

Apples,  grapes, 
pears,  plums, 
and  prunes: 

Average  1934-38 

10.9 

8,5 

1.0 

1.4 

1951c,..,.,,... 

6.0 

1.7 

2.0 

2.3 

1952 

4.3 

.1 

2.4 

1.8 

1953 

4,4 

.3 

2.6 

1,5 

1954 

5,1 

.7 

3.0 

1,4 

Citrus; 

Average  1934-38 

8.2 

3.2 

4,5 

0.5 

1951........... 

10.7 

2.7 

7.1 

.9 

1952 

12.3 

4.1 

7.3 

.9 

1953 

12,4 

4,1 

7.6 

.7 

1954 

12.4 

4.4 

7.2 

.8 

Percent  of 

total  pack  - 

Canned  fruit  1/ 

Average  1934-38 

17.2 

16.3 

0.1 

0.8 

195'' 

2.7 

,6 

1.0 

1.1 

1952.., 

3.5 

.7 

1.5 

1.3 

19  53 .,,..oo..»» 

4.2 

1.7 

1.4 

1.1 

1954  0,  a. 

4.4 

1.5 

1.5 

1.2 

Dried 

Apples,  apricots, 
figs,  peaches, 
pears,  prunes, 
and  raisins: 

Average  1934-38 

36,1 

30.1 

2.7 

3.3 

19pl  o..'-.  .c.e»»o 

30.1 

22.1 

4.1 

3.3 

0Oi5O**yv»e 

33.3 

25.3 

4.0 

4.0 

1953  c.,o«o.,oc« 

26.2 

18.8 

4.3 

3.1 

1954........... 

22.8 

14  0 4 

4.8 

3,6 

1/  Deciduous  only. 


Ba rriers  to  Trade 


In  recent  years,  exports  of  most  United  States  fruits  and  fruit  products  to 
European  markets  have  been  well  below  their  prewar  levels.  Exceptions  to  this 
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are  found  in  the  case  of  raisins  and  oran.^oS;  but  imports  of  most  other  United 
States  fruits  and  fruit  products  have  been  either  prohibited  or  sharply  limited 
by  European  and  other  foreign  countries  since  the  v/ar. 

Following  the  warj  practically  all  European  countries  imposed  rigorous 
controls  on  imports  of  goods  from  the  dollar  area  in  order  to  preserve  their 
dollar  balances.  In  the  immediate  postwar  years^  only  the  most  essential  goods 
were  permitted  to  be  imported  from  the  dollar  area.  Generally  speaking;  fruits 
and  fruit  products  v/ere  considered  to  be  luxuries  and  were  low  in  the  scheme  of 
priorities  established  for  imports, 

As  European  economies  have  improved,  there  has  been  some  liberalization  of 
imports  of  fruits  and  fruit  items  from  the  United  States.  Recent  steps  toward 
liberalization  of  fruit  items,  and  the  current  limitations  affecting  imports  of 
United  States  fruits  into  European  countries  is  summarized  in  the  following 
schedule: 


Liberalization  Moves  in  1955 


Austria , — Effective  July  17,  Austria  increased  its  liberalized  import  list. 
Fruit  products  in  this  list  of  interest  to  the  United  States  include  fresh 
lemons,  canned  pineapples,  guavas,  grapefruit  and  peaches;  canned  pineapple  and 
grapefruit  juices;  other  canned  fruit  and  berry  juices,  unconcentrated  and 
unsweetened;  and  canned  olives. 

denmark, — Raisins  v/ere  placed  on  the  import  free  list  in  Denmark  effective 
November  1,  This  is  the  only  dollar  fruit  item  now  liberalized. 

Germany. — un  July  1,  Germany  liberalized  imports  of  canned  grapefruit  and 
plums  in  barrels,  without  sugar,  Free  dollar  quotas  vrere  established  for 
imports  of  dried  fruits  and  nuts,  and  canned  pineapple  for  the  last  quarter  of 
1955.  Further  liberalization  has  been  promised  for  early  1956,  especially  for 
canned  asparagus,  and  citrus  fruits  and  juices. 

New  Zealand . — Effective  in  February,  New  Zealand  removed  her  import 
restrictions  on  dried  prunes  and  fruit  pulps. 


Status  of  Other  European  Countries 

Benelux, — Fresh  fruits,  canned  fruit  juices,  and  dried  fruits  arc  licensed- 
other  fruit  and  tree-nut  items  liberalized, 

Finland . — United  States  goods  are  under  strict  import  contrels. 

France .--All  dollar  imports  under  license. 

Ireland . — ^All  dollar  imports  subject  to  license. 

Norway , — Strict  control  of  dollar  imports. 

Sweden , — Host  products  arc  liberalized,  altliough  some  items,  principally 
fresh  fruits,  must  be  purchased  with  transit  dollars.  Seasonal  prohibitions  als 
in  effect  for  fresh  apples  and  pears. 
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Switzerland. — Largely  liberalized. 

United  Kingdom. — Lollar  fruits  and  fruit  products  under  import  license 
control. 

The  United  Kingdom,  vrhich  in  prewar  times  was  the  most  important  European 
customer  for  United  States  fruits,  has  taken  increased  quantities  of  fruit  items 
in  the  past  tv/o  or  three  seasons.  Most  of  these  exports,  however,  were  financed 
under  aid  programs. 

Problems  relating  to  barriers  to  trade,  such  as  tariffs,  quotas,  import 
license,  exchange  restrictions  and  others,  are  considered  and  discussed  at  an 
international  forum  referred  to  as  the  GATT,  which  is  of  special  interest  to  the 
United  States  fruit  industry. 


GATT 


United  States  Government  representatives  mil  talk  to  other  government 
representatives  in  Geneva  during  November  about  import  restrictions  which  foreign 
governments  are  imposing  upon  United  States  exports,  and  T\rill  press  for 
relaxation  of  those  restrictions,  Those  discussions  mil  take  place  at  the  10th 
Session  of  the  General  Agreement  on  Tariffs  and  Trade,  commonly  knoi'm  as  the  GATT, 
This  agreement  v;as  made  effective  in  1940,  and  is  currently  signed  by  32 
countries.  The  GATT  essentially  is  an  agreement  to  reduce  import  duties  and  to 
prevent  impairment  of  vrorld  trade  by  quotas,  subsidies,  or  other  devices. 

The  GATT  provides  a set  of  rules  of  conduct  in  international  trade  to  V'/hich 
the  member  countries  subscribe.  It  also  provides  some  conditions  under  which 
these  rules  need  not  be  lived  up  to  b;/’  the  member  countries. 

For  example,  one  of  the  rules  is  that  no  member  country  nay  discriminate 
against  imports  from  another  member  country.  The  exception  is  that  v;hcn  member 
countries  have  difficulties  in  maintaining  dollar  balances,  they  my 
discriminate  against  imports  from  the  dollar  area  in  order  to  preserve  their 
dollar  balances,  European  countries  have  discriminated  against  imports  of  dollar 
fruits  since  the  war,  and  in  so  doing  they  have  protected  the  fruit-producing 
industries  of  their  countries,  \irhich  have  increased  their  production 
substantially  in  the  last  several  years.  Similarly'",  the  same  conditions  have 
held  for  production  in  colonies  of  European  countries. 

At  some  of  the  discussions  at  the  GATT  session  in  Geneva  this  past  winter, 
it  was  apparent  that  these  fruit-producing  industries  in  foreign  countries 
intended  to  insist  upon  continuation  of  these  conditions.  It  was  quite  apparent 
that  the  member  co^antries  ;;crc  unwilling  to  allov;  w^rld  supply  conditions  to  have 
an  immediate  and  substantial  effect  upon  domestic  prices.  The  delegates  were 
anticipating  improved  dollar  balances  and  freer  trade  with  the  dollar  area  in  the 
future.  It  was  evident  that  quantitative  restrictions  for  balance-of-pajmient 
reasons  could  not  be  continued  much  longer  and  foreign  countries  were  looking  for 
such  m^easures  without  the  balance-of-payment  rationalization.  Member  countries 
obtained  waivers  exempting  them  from  being  bound  by  certain  provisions  of  the 
GATT  in  order  to  prevent  domestic  or  colonial  industries  from  being  sharply 
hurt  by  increased  imports  from  the  dollar  area.  These  x\dll  be  of  considerable 
importance  to  the  fruit  industry. 
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These  mivers  have  some  aspects  which  arc  favorable  from  our  point  of  view^ 
First  of  allj  the  problem  vrhich  xre  have  long  insisted  to  be  the  real  issue  is 
recognized.  Furthermore ^ any  country  in  order  to  obtain  a miver,  must  apply  for 
it  and  in  its  application  present  a program  designed  to  reduce  gradually  the 
protection  provided.  Thus,  seme  limits  arc  placed  upon  the  use  of  those  waivers 
which  may  be  of  help  in  reducing  the  amount  of  protection  currently  enjoyed  by 
our  foreign  competitors. 


The  Agricultural  Trade  Development  and  Assistance  Act  of  1954 

This  Act  (Public  Lav/  480,  83rd  Congress)  provides  a means  whereby  some  of 
the  surplus  agricultural  commodities  produced  in  this  co’ontry  nay  be  exported  to 
other  countries  v/hich  currently  arc  unable  to  pay  for  them  with  dollars. 

Programs  developed  under  Public  Lav/  480  involve  agreements  providing  for  the 
importation  of  surplus  agricultural  commodities  and  for  the  expenditure  of  the 
foreign  currency  received  by  the  United  States  in  exchange  for  the  surplus 
agricultural  commodities , 

Thus  far,  there  have  been  no  fruits  or  fruit  products  included  in  programs 
developed  under  Public  Lav/  480,  Fruit  items  have  been  mentioned  in  the  course  of 
negotiations  with  some  countries,  and  some  limited  quantities  of  fruits  may  be 
exported  under  such  programs  during  the  1955-56  crop  season. 


Section  402  of  the  Mutual  Security  Act  of  1954 

The  program  under  which  most  United  States  fruit  items  have  been  Lmportod 
into  the  United  Kingdom  is  that  administered  by  the  IGA,  In  1953-54;  importation 
of  $10  million  worth  of  surplus  United  States  fruits  and  fruit  -products  v/as 
authorized  under  Section  550  of  the  Mutual  Security  Act  of  1953.  A similar 
program  authorized  under  Section  402  of  the  Flutual  Security  Act  of  1954  provided 
funds  for  the  importation  of  about  |15  million  v/orth  of  surplus  United  States 
fruits  and  fruit  products.  Currently,  som.e  |20  million  has  boon  set  aside  for 
the  importation  of  fresh  and  processed  United  States  fruit  items  into  the  United 
Kingdom,  These  programs  provide  for  defense  expenditures  by  foreign  countries 
and  include  the  proviso  that  part  of  the  funds  should  bo  furnished  in  terras  of 
surplus  agricultural  commodities  rather  than  dollars. 


Tree  Nuts 


The  United  States  produces  bct^^^oen  l/4  and  l/5  of  the  v/orld's  commercial 
production  of  edible  tree  nuts  l/.  The  United  States  is  the  sole  commie rcial 
producer  of  pecans  in  the  v/orld,  over  3/5  of  the  v/orld's  vmilnuts  are  gixivm  in 
the  United  States,  the  balance  being  produced  principally  by  France  and  Italy, 
and  to  a lesser  extent  by  Turkey  and  Yugoslavia.  About  15  percent  of  the 
almonds  are  grov/n  in  the  United  States,  i/ith  the  balance  produced  in  the 
Mediterranean  area,  chiefly  Italy  and  Spain,  Loss  than  10  percent  of  the  v/orld 
filbert  output  is  produced  in  this  country;  Turkey  is  the  main  producer;  Italy 
and  Spain  and  the  United  States  contribute  the  remainder.  Cashew  nuts  from 
India  and  Mozambique,  Brazil  nuts  (from  Brazil),  and  pistachios  from  the 
Mediterranean,  contribute  the  balance  of  the  v/orld's  tree-nut  supplies.  In 
normal  years,  imports  of  tree  nuts  into  the  United  States  average  botv/oon  75  and 
80  percent  of  the  total  United  States  tree-nut  production, 

pTjnly  almonds,  Brazil  nuts,  cashev/s,  filberts,  pecans,  pistachios  and  walnuts 
are  considered  here. 


Section  22  Activities 
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Section  22  of  the  Agricultural  Marketing  Agreement  Act  of  1937 > a-s  amended; 
provides  a moans  for  limiting  imports  of  agricultural  commodities  if  they  offset 
regulations  established  under  programs  of  the  Department. 

For  example;  it  xvould  bo  difficult  if  not  impossible;  to  improve  returns  to 
walnut  producers  by  limiting  sales  of  domestic  vralnuts  if  unrestricted  imports 
offset  the  reduction  in  domestic  supplies  as  a result  of  the  program. 

Since  the  1951  season;  there  have  been  limitations  upon  the  imports  of 
almonds  or  imports  of  almonds  and  filberts  each  season.  These  limitations  have 
usually  been  established  in  the  fom  of  a quota  feo;  i«e,;  a foe  has  been 
imposed  upon  all  imports  above  an  established  quantity. 

At  the  present  time,  there  are  no  quota  foes  for  these  items.  Marketing 
conditions  in  prospect  for  the  1955-56  year  arc  such  that  no  recommendations  for 
such  action  have  been  made  by  the  Department, 


Export  Outlets  for  Vegetables 

A very  large  portion  of  all  fresh  vegetable  exports  arc  to  Canada.  The 
next  most  important  customer  is  Cuba,  There  are  no  dollar  or  exchange  problems 
with  these  countries,  A very  small  volume  of  fresh  vegetables  are  shipped  to 
Venezuela;  Mexico;  and  the  Central  American  countries.  Exports  of  fresh  and 
frozen  vegetables  have  shovrni  substantial  increases  in  recent  years.  Further 
increases  can  be  expected,  if  prosperity  and  population  increases  in  Canada 
continue , 

Exports  of  canned  vegetables  are  relatively  insignificant  when  compared  to 
the  total  pack.  The  principal  export  items  are  tomato  juice,  tom.ato  paste  and 
puree,  asparagus  and  peas,  listed  in  the  order  of  importance.  Canned  vegetables 
are  exported  to  a large  number  of  countries.  The  same  problems  on  import 
controls  and  restrictions  that  European  countries  apply  to  processed  fruits  also 
apply  to  processed  vegetables. 


Vegetable  Imports 

Most  of  the  im,ported  fresh  vegetables,  except  potatoes,  originate  in  Mexico 
and  Cuba  during  the  winter  months.  Fresh  tomatoes  from  Mexico  are  usually  the 
largest  in  volume,  folloxvcd  by  rutabagas  from  Canada,  peppers  from  Mexico,  and 
cucumbers  from  Cuba,  Onions  from.  Chile  and  Egypt  may  become  important  in 
seasons  when  United  States  prices  arc  unusually  high.  Potato  trade,  mostly 
between  the  United  States  and  Canada,  generally  balances  out  at  2,5  to  3 mdllion 
bushels  annually,  Hovrever,  during  short  crop  years  in  either  country,  imports 
to  the  country  with  the  smaller  crop  may  reach  5 million  bushels. 
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World  production  of  peanuts  in  1955  is  forecast  at  about  12  million 
short  tons  in  the  shell.  Prewar  production  averaged  about  9.6  million  tons 
Production  in  1953  and  1951|  averaged  about  11,5  million  tons.  The  United 
States  ranks  fifth  in  world  production.  Nigeria  and  French  West  Africa 
are  also  expected  to  have  larger  crops  comparable  to  1953.  India  and  China 
as  well  as  other  important  producers^  are  expected  to  produce  about  the 
same  as  in  195U. 

Most  of  the  world's  peanuts  are  produced  by  hand  methods.  Until  power 
and  modern  equipment  are  successfully  introduced  into  the  great  producing 
areas,  only  slow  changes  in  world  production  are  expected  and  production 
from  year  to  year  will  continue  to  fluctuate  mainly  due  to  rainfall. 

Peanuts  are  one  of  the  world's  m.ost  important  oilseeds,  being  used  for 
food  both  directly  as  well  as  in  many  processed  forms  and  preparations. 

They  are  a main  source  of  edible  oil.  In  many  meat  deficient  areas  peanuts 
are  also  an  important  source  of  protein.  They  supply  an  important  part  of 
the  world's  livestock  feed. 

Only  in  the  United  States  are  peanuts  grown  mainly  for  direct  use  as 
food.  Most  of  the  2.2  million  tons  equivalent  of  peanuts  and  peanut  oil 
which  enter  world  trade,  are  exported  as  shelled  peanuts  for  crushing  or 
as  peanut  oil,  India,  previously  the  world's  largest  exporter,  has  re- 
tained almost  all  its  production  for  local  use  in  recent  years.  Nigeria 
and  French  West  Africa  are  now  the  largest  exporters . An  increasing 
proportion  of  the  exports  are  in  the  form  of  oil  and  cake, 

The  United  States,  which  has  a price  support  program  for  peanuts  is 
not  normally  an  importer.  However,  the  small  crop  of  19kk  necessitated 
the  relaxation  of  import  controls,  According  to  Census  Bureau  data, 
imports  for  the  13  month  period  ending  July  31^  1955>  totalled  120,10l4,6l8 
pounds  of  shelled  peanuts.  Of  this  total  77.5  million  pounds  entered  in 
June  and  July,  15^5.  These  imports  were  sufficient  to  meet  consumption 
requirements  until  the  new  orop  came  on  the  market. 
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■>/orld  production  of  fats  and  oils,  which  decreased  sharply  during  • . . 
■■/orld  V/ar  II  now  exceeds  prewar  production,  Production  averaged  about 
twenty-four  million  short  tons  during  1935-39  and  has  been  above  thati  level  in 
recent  years.  It  is  estimated  twenty-eight  million  tons  x^rere  produced 
last  year. 

Great  increases  in  production  have  occurred- in  the  case  of  the  oilseeds, 
both  annual  and  palm  type.  Production  of  cottonseed  oil,  peanut  oil  and 
soybean  oil  in  195U  are  estimated  to  be  more  than  one-third  greater  than 
prewar.  Rapeseed  oil  and  palm  oil  (both  of  which  are  iDiportant  food  oils 
in  many  foreign  countries)  were  produced  in  \9Sh  at  levels  over  one-fourth 
greater  than  prewar,  a far  larger  and  increasing  proportion  of  palm  oil 
is  now  of  edible  grade.  Though  the  production  of  sunflower  seed  oil  has 
receded  from  the  high  of  the  early  1950 's  due  to  smaller  crops  in  South 
America,  it  was  still  about  one-half  greater  in  19$h  than  in  the  1935-39 
period,  Olive  oil  production,  though  lower  in  195U  (and  probably  also 
in  1955) i has  averaged  well  above  prewar  in  the  last  five  years,  _ ^ 

Among  the  animal  fats  there  have  also  been  considerable  changes  in 
production.  Butter  production  is  about  8 percent  less  than  prewar,  while 
lard  is  about  15  percent  more.  Tallow  and  grease  production  has  reached 
a level  nearly  three-fourths  more  than  prexjar. 

Other  major  items,  such  as  linseed  oil  and  whale  oil,  have  been  pro-  , 
duced  at  somewhat  below  prewar  levels.  In  the  case  of  linseed  oil,  this  ^ 

has  been  due  mostly  to  smaller  crops  in  the  Argentine.  Uhale  oil  produc- 
tion has  been  limited  by  the  international  convention.  Although  world  castor 
oil  production  is  somewhat  above  prewar,  the  total  production  of  industrial 
oils  has  been  somewhat  below  prewar.  Larger  castor  oil  production  has 
been  mainly  due  to  increases  in  India,  though  it  is  greater  than  prewar 
in  a number  of  minor  producing  countries. 

Except  in  the  case  of  Argentina,  Eastern  Europe,  China  and  the  ' ' r 
U.S.S.R.,  there  has  been  an  upward  trend  in  production  of  fats  and  oils 
throughout  the  world.  Most  notable  is  the  tremendous  increase  in  production 
in  the  United  States.  Production  which  averaged  about  7.U  billion  pounds 
during  1935-39 ^ was  increased  to  an  average  of  about  9.8  billion  during 
195-2 -55 j and  is  estimated  to  have  averaged  about  13  billion  pounds  during 
1955  and  1955.  This  is  about  one-fourth  of  total  world  production  in  . 

recent  years.  The  United  States  has  become  the  world’s  largest  producer 
and  exporter  of  fats  and  oils, 


y In  term.s  of  the  fat  or  oil  equivalents. 
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Several  circiunstances  have  brought  about  this  development.  During 
the  war  there  was  a large  scale  development  of  production  to  replace  im- 
ports into  the  United  States  and  allied  countries.  This  production  was 
continued  during  the  early  post  x^ar  period  when  there  was  both  a deficit 
in  war  daraaged  areas  and  a severe  cutback  in  supplies  previously  available 
to  them  from  Asia,  mainly  India,  China  and  Manchuria 

Uorld  exports  of  the  last  five  years  have  been  characterized  by 
several  changes  from  the  prewar  pattern*^-  There  has  been  a considerable 
reduction  in  trade  in  peanuts,  due  mainly  to  retention  of  almost  the  entire 
Indian  crop  in  that  country  and  to  increased  export  as  oil  from  West  Africa. 
A notable  decrease  has  occurred  in  exports  of  China  - Manchurian  soybeans 
and  oil,  which  has  been  compensated  to  a large  extent  by  increased  exports 
from  the  United  States.  Trade  in  coftonseed  and  cottonseed  oil  expressed 
as  oil  equivalent  has  not  changed  much  as  to  quantity  from  prex-jar,  Hox-jever, 
in  19^h,  there  Xiras  a substantial  increase  in  cottonseed  oil  exports  due 
mainly  to  larger  exports  from  accumulated^ stocks  in  the  United  States. 

World  sunflower  seed  and  oil  expbrts  have  been  substantially  lox-rer  in  re- 
cent years  due  mainly  to  reducedsprodubtion  in  Argentina. 

r ’ ■ ■ c /at  '•  ■ 

Olive  oil  trade  is  belox^  that  of  prewar,  due  in  part  to  greater  reten- 
tion in  producing  countries,  but  mainly  to  damage  to  trees  by  freezing 
and  unfavorable  grox’jing  seasorls  in  some  areas  in  the  last  two  years. 

The  greatly  increased  trade  in  flaxseed  and  linseed  oil  during  19Sh 
and  so  far  this  year  has  reduced  stocks  both  in  Argentina  and  the  United 
States.  Reduced  production  and  export  supplies  from  Argentina  are  about 
offset  by  increases  in  the  United  States  and 'Canada,  With  continued  high 
level  of  xrarld  demand,  the  export  outlook  for  flaxseed  is  good  for  19^5-56, 

The  outlook  is  for  a continued  high  level  of  x-jorld  trade  in  fats,  oils, 
and  oilseeds  during  19^5-56.  Econoinic  activities  in  major  market  area, 
such  as  Western  Europe  are  expected  to  continue  at  a high  level.  There 
is  a continuing  low  production  of  olive  oil  in  Spain  and  of  suriflox^er  seed 
and  oil  in  South  America,  Stocks  in  a number  of  countries  have  been  re- 
duced in  recent  years  and  are  in  need  of  replenishment  Import  demand 
is  strengthened  by  growing  population  and  by  improved  standards  of  living 
in  many  foreign  countries . 

As  far  as  the  United  States  is  concerned,  it  appears  export  of  oil 
and  oilseeds  in  1955-5’6  will  be  about  as  large  as  in  195U-55.  Government 
holdings  will  be  kept  to  a minimum  by  commercial  sales,  and  by  the  oppor- 
tunity for  foreign  sales  for  local  currencies  under  the  provisions  of 
Public  Law  ii80.  It  is  expected  there  will  continue  to  be  a strong  export 
market  for  edible  vegetable  oils  under  these  programs. 

j I 

The  Agriculture  Trade  'Development  and  Assistance  Act  'of  195U, 

(Public  Lax'7  DSO)  authorizes  the  sales  of  agricultural  commodities  for 
foreign  currencies.  This  program  is  carried  out  through  private  trade, 
which  receives  payment  in  dollars  from  the  United  States  Government.  The 
foreign  currencies  may  be  used  by  this  government  for.  the_fxirther  develop- 
ment of  markets  in  the  foreign  countries  purchasing  U.S,  agricultural 
commodities,  and  for  other  pxirposes.  Under  this  program,  pxirchase 


authorizations  have  been  issued  to  foreign  countries  for  more  than  2^0 
million  pounds  of  cottonseed  and  soybean  oils  (crude,  semi-refined  and 
refined)  and  lard.  Authorizations  issued  this  crop  year  amounted  to 
about  100  million  pounds  at  the  middle  of  November, 

It  is  expected  that  during  the  balance  of  the  year,  other  agreements 
will  be  entered  into  which  will  provide  for  sales  of  additional  substan- 
tial amounts  of  fats  and  oils  under  this  authorization.  It  is  expected 
sales  under  this  pro-gram  x\rill  tend  to  strengthen  foreign  consumption  t.. 
requirements,  since  these  sales  are  in  addition  to  normal  dollar  purchases 


Table  2 - FATS5  OILS  AMD  OILSEEDS;  Estimated  xrorld  production; 
arerages  1935-39  and  19i45-i4.9>  annual  1951-195U 

(1,000  short  tons) 


Commodity 

Total  in  fat  or  oil  equivalent 

Average 

1951 

1952 

1953 

i95ix  y 

1935-39 

19ii5-U9 

iible  tegetable  oils  2/ 

1,3145 

1,880 

Cottonseed 

1,720 

1,665 

1,355 

620 

1,905 

1,920 

1,860 

1,905 

1,875 

1,975 

950 

830 

765 

2,020 

2,285 

2,050 

2,095 

920 

9lx0 

760 

Peanut , 

2^050 

1,905 

91x0 

1,265 

755 

Soybean 

1^615 

830 

915 

705 

Sunflower 

1^050 

1,525 

735 

Olive  oil, 

970 

720 

Sesame 

Total 

7,oSo 

7,290 

879^ 

8,300 

8,935 

9,050 

Palm  oils  3/ : 

Coconut 

2,1U0 

1,630 

335 

1,000 

2,250 

hl5 

1,220 

2,075 

1x25 

1,270 

30 

2,070 

1x1x5 

1,31x5 

30 

2,150 

Palm  kernel, 

"itOO 

"lx'70 

Palm, 

1,090 

30 

1,385 

35 

Babassu  kernel 

20 

" I40 

Total 

3,6'5o~" 

2,985 

“37^ 

3,800 

3,890 

ttoHo 

Industrial  oils  2/; 

Linseed 

1,1145 

200 

1,100 

1,055 

230 

1,655 

12 

1,100 

1,060 

1,120 

Castor  bean. ........ 

'210 

'230 

1,815 

5 

126 

'2lx0 

"235 

Rapeseed, 

1,330 

10 

1,575 

12 

1,630 

9 

1,660 

Oiticica 

10 

Tung 

150 

65 

118 

128 

123 

105 

Perilla 

5 

5 

6 

6 

5 

Total 

2,900 

3,020 

■3,2'82 

3,o6B“ 

37135 

Animal  fats: 

Butter  (fat  content) 
Lard 

14/^,280 

3,500 

1,550 

5/3,1450 

3,070 

2,000 

3,61x0 

14,01x0 

2,350 

3,610 
lx,  210 
2,1x20 

3,860 

lx, 000 

2,720 

3,960 

lx,oi5 

2,760 

Tallow  and  greases,. 

Total, 

9,330 

' ■ 8 7^2  0 

10,030 

10,270 

10,38^ 

~10/735 

Marine  oils; 

VJha  le 

5I45 

30 

U80 

280 

1x35 

h60 

1x20 

1x55 

Sperm  whale 

I4O 

120 

85 

55 

75 

Fish  ( incl,  liver) , 

275 

1x75 

1x1x5 

1x60 

510 

Total 

~T7o^ 

1,030 

990 

93^“ 

i.oTo 

Estimated  world  total. 

23,995 

22,lilO 

27,065 

26,61x2 

27,1x08 

28,000 

'y  Preliminary,  y In  the  case  of  vegetable  oilseeds,  oil  production  has  been 
estimated  by  assuming  for  each  of  the  various  crops  that  a certain  proportion 
was  crushed  for  oil.  The  years  shown  refer  to  the  years  in  which  the  seed  x^as 
produced  and  noi  necessarily  when  the  oil  was  extracted,  y Estimated  on  the 
basis  of  exports  and  the  limited  information  available  on  production  and  con- 
sxunption  in  the  variou’s  producing  areas,  ij/  193U-38  average,  y 19h6-l49 
average , 
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Table  1 - FATS,  '.-'ILS  / ND  OILSEEDS;  VJorld  exports  averages  1935-3^ 
and  19hS-h9>  annual  1932-3U,  and  forecast  1955. 

(1,000  short  tons) 


Total  in  fat  or  oil  equivalent 


Commodity 

Average 

1952 

1953 

Estimate 

Forecast 

1935-39 

19h5-h9 

1951* 

1955  “ 

Edible' vegetable  oils 

Cottonseed 

190 

80 

120 

160 

515 

530 

Peanut 

852 

U80 

56o 

625 

73b 

675 

Soybean 

iiUO 

135 

335 

39b 

hhO 

570 

Sunflower 

36 

'75 

50 

55 

35 

20 

Olive  oil 

170 

50 

85 

95 

130 

100 

Sesame 

65 

30 

60 

95 

60 

60 

Total, 

1,753 

B5o" 

1,210 

1,520 

1,810 

1,8'^5'" 

Palm  oils: 

Coconut 

1,290 

865 

1,295 

1,170 

1,290 

1,290 

Palm  kernel 

'360 

31b 

"395 

7i5 

75o 

750 

Palm, 

'735 

350 

570 

605 

635 

65o 

Babassu  kernel,..,. 

20 

18 

.2/ 

2/ 

10 

Total 

2,205 

'I,® 

2,260 

2,190 

2,3Tr 

2,380'“ 

Industrial  oila: 

Liinsssd-t  #«#••••««•# 

71 

280 

225 

329 

670 

550 

Castor 

101 

98 

126 

130 

llh 

120 

Rapeseed, ..... .... . 

60 

35 

70 

ii5 

55 

50 

Oiticica 

k 

11 

6 

6 

6 

6 

Tung 

3/  89 

55 

kQ 

50 

50 

55 

Perilla 

ho 

2/ 

2/ 

2/ 

2/ 

2/ 

Total 

1,008 

U79 

VfT 

33“ 

88^ 

”'■■■■■680 

Animal  fats; 

Butter  (fat  content) 

h/  I46O 

£/  315 

370 

390 

h20 

555 

Lard 

180 

280 

360 

275 

290 

330 

Tallow  and  greases 

2U5 

170 

520 

775 

755 

800 

Total 

BBT" 

TBT" 

i72"5b“ 

i,u5o 

1,565 

1,585 

Marine  oils; 

V/hale 

5U5 

280 

h60 

U20 

555 

515 

Sperm  whale 

30 

iiO 

85 

55 

75 

85 

Fish  (including 

liver) 

135 

85 

130 

195 

215 

210 

Total 

710 

370“ 

tUT" 

710 

Grand  total 

6,i6i 

U,0U2 

5,870 

6,35o 

7,270 

7,210 

V Revised,  Leg 
^ 19l46-[i9  average 
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UNITED  STATES  DEPARTT'IEWT  OF  AGRICULTURE 
U,  Foreign  Agricultural  Service 
November  28,  1955 

33RD  ANIMUAL  AGRICULTURAL  OUTLOOK  CONFERENCE 
Y OUTLOOK  FOR  WORLD  PEANUT  PRODUCTION  AND  TRADE  - 1955-56 


World  production  of  peanuts  in  1955  is  forecast  at  12  million  short 
tons  of  nuts  in  the  shell,  on  the  basis  of  preliminary  data  now  available. 
This  would  be  an  increase  of  590,000  tons  from  the  195h  revised  estimate. 

The  expected  increase  is  e^q^lained  largely  by  the  recovery  of  the  United 
States  crop  and  the  expectation  of  larger  crops  - possibly  reaching  the 
high  level  of  1953  - in  French  West  and  British  West  Africa.  In  India 
and  China,  production  in  1955  is  believed  to  have  approximated  last  year's 
outturn  of  It. 3 million  and  2»h  million  tons,  respectively. 

Farmers  in  the  producing  areas  of  the  world,  in  the  main,  till  the 
land  and  caxe  for  and  harvest  the  crop  i-jith  -hand  tools.  Intensive  efforts 
are  being  made  to  find  vrays  and  means  of  introducing  power  and  modern 
equipment  into  the  agricultural  life  and  economy.  To  the  extent  tliis  is 
accomplished,  j’^ields  and  production  may  be  rapidly  increased.  Hoxfever, 
it  appears  that  in  the  next  few  years  world  production  of  peanuts  is  likely 
to  remain  at  about  12  million  tons,  \nnual  variations  in  world  production 
are  now  largely  the  result  of  rainfall  in  the  grox^ring  seasons  in  the  various 
countries. 

This  expected  increase  in  production  in  1955  is  not  likely  to  be  fully 
reflected 'in  increased  supplies  forxirorld  trade  for  several  reasons.  Popula- 
tion and  living  standards  in  producing  countries  are  steadily  increasing,  so 
that  more  of  the  crop  is  likely  to  be  retained  for  local  use  under  normal 
price  relationsliips.  Also,  commercial  stocks  in  the  Kano,  Nigeria  area  x-xere 
about  16^,000  tons  smaller  this  year  than  they  xxere  last  year  at  the  middle 
of  August. 

World  production  of  peanuts  is  estimated  to  have  averaged  about  11.5 
million  tons  dxrring  1953  and  195U»  There  has  been  a gradual  increase  from 
average  prexjar  (1935-39)  production  estimated  at  about  9.6  million  tons. 

The  United  States  is  the  fifth  largest  producer  (8755OOO  tons  in  1955) • 

The  largest  producer  is  India  (h.3  million  tons  in  1955)  followed  by  China 
(2.I4.  million),  French  West  Africa  (990  thousand),  and  Nigeria  (950  thousand). 

Peanuts  are  one  of  the  X'Xorld's  most  important  oilseed  crops.  Hoxvever 
large  quantities  are  also  used  for  food  tliroughout  the  world  both  directly 
as  well  as  in  many  processed  forms  and  preparations.  As  a soxjrce  of  edible 
oil,  peanuts  are  about  equally  as  important  as  soybeans  and  cottonseed.  Of 
the  11,5  million  tons  of  peanuts  produced  in  recent  years,  only  about  2.2 
million  tons  have  entered  world  trade  as  peanuts  or  peanut  oil.  About 
two-thirds  of  the  exports  have  been  as  peanuts  and  the  balance  as  oil. 

The  United  States  is  one  of  the  fex-x  coxmtries  of  the  xxorld  xdiere  most, 
of  the  peanut  crop  is  grox-m  for  production  of  edible  peanuts. 
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World  trade  in  peanuts  and  peanut  oil  has  undergone  a marked  change 
since  the  prewar  period.  Total  exports  on  an  oil  equivalent  basis  have  not 
recovered  to  the  prewar  level  of  about  8^0,000  tons,  although  total 
production  in  recent  years  has  exceeded  prewar,"'  India,  x^rhich  has  continued 
throughout  the  years  to  hold  first  place  as  a producer,  x/as  in  the  prewar 
period  by  far  the  leading  exporter  of  peanuts,  averaging  over  1 million  tons 
(xinshelled  basis)*  With  increasing  domestic  consumption  needs,  peanut 
exports  from  India  have  declined  sharply  in  postx^ar  years,  reaching  a new 
lox-f  of  13,000  tons  in  195U*  French  West  Africa  and  Nigeria  ranked  next  to 
India  as  exporters  of  peanuts  in  prewar  years*  In  the  postx-jar  period, 

Nigeria  has  become  the  world’s  leading  exporter  with  shipments  in  19$h 
double  the  1935-39  average,  French  West  Africa  now  rates  second  place 
although  shipraents  from  that  area  have  dropped  to  roughlj^  one-half  to  tx-ro- 
thirds  the  prex'/ar  tonnage.  The  United  States,  a net  importer  in  prewar 
years,  ranlced  third  as  a X'jorld  exporter  in  the  early  postxirar  years  of  19U8 
and  19h9»  However,  with  limitations  on  peanut  production  for  oil,  1952 
exports  declined  to  less  than  1,500  tons,  Xlith  the  sale  for  export  of 
substantial  quantities  held  by  the  Commodity  Credit  Corporation,  exports 
in  195U  recovered  to  the  equivalent  of  103,203  tons,  unshelled  basis, 

European  countries  and  Canada  have  continued  to  be  the  major  importers 
of  peanuts. 

China,  France,  the  Netherlands,  the  United  Kingdom,  and  Denmark  were 
the  major  exporters  of  peanut  oil  during  prewar  years.  Negligible  quantities 
noxi7  leave  Europe*  lioreover,  xd-th  the  expansion  of  the  crushing  industry 
in  India,  French  West  -Africa  and  Nigeria,  these  three  coxmtries  have  emerged 
as  the  major  exporters  of  peanut  oil*  And  x-jhile  Canada,  the  United  States, 
and  Algeria  x^ere  the  leading  markets  before  the  war,  Exirope  has  taken  the 
bxilk  of  the  oil  in  the  postwar  period. 

An  acute  shortage  of  peanuts  for  edible  use  in  the  United  States, 
because  of  drought  last  year,  prompted  the  President  on  may  l6,  1955,  to 
issue  a proclarixation  peraitting  unlimited  quantities  of  shelled  peanuts  of 
all  sizes  to  be  iiixported  into  this  country,  or  xd.thdraxm  from  x^rarehouse, 
xmtil  Jxily  31,  1955*  Earlier,  on  March  9,  the  president  announced  that 
the  import  quota  for  the  year  ending  June  30,  1955,  was  raised  from 
1,709,000  pounds  shelled  basis  to  52,709,000  poxinds.  The  additional  5l  million 
pounds  x-^as  limited  to  shelled  peanuts  only*  This  action  X’jas  based  upon 
the  United  States  Tariff  Commission’s  second  report  on  peanuts,  x-jhich  was 
made  sometime  after  it  became  apparent  that  the  shortage  was  greater  than 
assxamed  earlier  in  the  year*  The  Commission’s  first  report  to  the  President, 
submitted  on  February  18,  1955,  was  the  basis  for  the  Proclamation  of  March  9, 

1955. 

Entries  of  the  additional  5l  million  pounds  shelled  peanuts  xxere  subject 
to  an  import  fee  of  2 cents  per  pound  in  addition  to  the  7 cents  import 
duty  prescribed  by  the  Tariff  Act  of  1930,  Also,  the  period  dxoring  x^hich 
these  peanuts  coxild  be  admitted  x<jas  extended  one  month  - throxigh  July,  1955* 
Hereafter,  the  quota  year  x-dll  coiximence  on  iugust  1,  since  by  this  date 
supplies  from  the  domestic  crop  are  available  in  volxime* 
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United  States  imports  of  shelled  peanuts  during  the  period  July  1,  19^U- 
July  30,  1955a  anounted  to  120,10U,6l8  pounds  according  to  official  records 
of  the  Bureau  of  the  Census*  There  were  no  imports  of  peanuts  in  the 
shell  in  this  period.  Only  1,662,714;  pounds  of  shelled  peanuts  were 
entered  during  July-December  195U*  About  77*5  million  pounds,  or  65  percent, 
were  imported  during  June  and  July,  1955*  The  remainder,  about  Ul  million 
pounds,  was  imported  during  March-May,  1955* 

The  largest  suppliers  were  Brazil  (3U*3  million  pounds),  India  (33*1;), 
Mexico  (28,2),  Union  of  South  Africa  (11,0)  and  the  Philippines  (9«3)* 

The  remaining  suppliers  were  Bgypt,  Indonesia,  Netherlands,  Rhodesia,  Canada, 
Angola  and  Spain, 

The  United  States  is  not  a large  exporter  of  peanuts.  Exports  of 
shelled  peanuts  araounted  to  68,619  short  tons  in  195i;>  over  U times  the 
tonnage  exported  in  1953  end  the  largest  since  19U9,  Peanut  oil 
exports,  which  amounted  to  only  293  tons  in  1953>  increased  to  1;,383  tons 
in  195U,  In  terms  of  unshelled  peanuts,  the  combined  195U  exports  of 
shelled  peanuts,  unshelled  peanuts  and  peanut  oil  totted  118,316  tons 
compared  ;-7ith  25,355  tons  in  1953* 

Almost  three-fourths  of  the  shelled  peanuts  went  to  Europe,  with  the 
largest  quantities  going  to  Sim-tzerland,  the  Netherlands  and  Belgium, 

Aliiiost  8,000  tons  in  1951;  went  to  the  United  Kingdom,  normally  not  a market 
for  U,  S.  peanuts.  Over  15,000  tons  of  shelled  nuts  were  shipped  to 
Israel,  Over  80  percent  of  the  peanut  oil  exports  also  went  to  Europe— 
largely  to  Belgium,  Canada  vxas  the  only  other  market  of  any  significance. 


Prepared  by  Foreign  Agricultural  Service  to  be  included  in  processed  material 
distributed  at  Outlook  Conference,  ^ Washington,  D,  0,  beginning  November  28, 

1955. 
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UKTTii)])  STATES  DEP'VhTI'iEi'iT  oF  A.OEIOULTLiPE 
t/,S,  AGIJCULTURAL  IIAEIiETlEG  SERVICE^ 

AGRIGULTJRAL  ESTIMTSS 
WASHINGTON  25,  D.  C, 

LSGIT'IE  AND  GFASS  SEED  OUTLOOK  FOR  1955-56 

The  supply  of  27  legume  and  grass  seeds,  including  1955  production  plus 
carry-over  on  June  30,  1955  plus  imports  for  k months,  July  1 - October  31, 
for  planting  during  the  1955-56  season  totals  1,2U9  million  pounds.  This  is 
shown  in  the  accompanying  table  giving  production,  carry-over,  imports, 
supply,  and  domestic  disappearance  of  these  seeds  for  which  estimates  are 
made  by  the  Crop  Reporting  Board,  The  current  supply  is  16  percent  larger 
than  last  year,  but  is  11  percent  below  the  19)49-53  average,  which,  as  in 
the  case  of  last  year,  includes  imports  for  12  months  July  1 - June  30,  The 
1955  production  accounts  for  nearly  four-fifths  of  the  1955-56  supply  and  the 
carry-over  a little  less  than  one-fifth*  Imports  have  added  on  the  average 
only  about  5 percent  to  the  domestic  supply  of  the  27  legume  and  grass  seeds. 
During  the  period  Julj^  1 - October  31  imports  were  about  a fifth  below  average* 
The  larger  production  this  year  than  last  more  than  offsets  the  lU  percent 
smaller  carry-over  this  year. 

Supplies  of  groups  of  seeds  compared  with  last  year  and  average 

Currently  the  supply  of  alfalfa,  clovers,  and  lespedeza  seed,  estimated 
at  662,2  million  pounds  and  constituting  more  than  half  the  total  legume  and 
grass -seed  supply,  is  nearly  a third  larger  than  last  year  and  about  12 
percent  larger  than  the  5-year  average.  The  supply  of  the  12  grass  seeds, 
estimated  at  268,2  million  pounds,  is  about  9 percent  larger  than  last  year 
and  lU  percent  above  average.  But  the  supply  (318,9  million  pounds)  of  the 
winter  cover  crop  seeds-Austrian  VJinter  peas,  lupine,  crimson  clover,  vetches, 
and  ryegrasses-is  slightly  less  than  last  year  and  RU  percent  below  average. 

Domestic  disappearance  of  195)4-55  compared  with  other  years 


During  the  195)4-55  season  an  estimated  791*3  million  pounds  of  the  27 
legume  and  grass  seeds  were  sown  on  about  149  million  acres  in  the  United 
States,  This  domestic  disappearance  or  consumption  compares  with  8)45,3 
million  pounds  last  year  and  the  5-yea-r  average  of  902,8  million  pounds. 
Decreases  in  the  disappearance  of  13  seeds,  notably  red  clover  and  lupine, 
during  the  19514-55  season  more  than  offset  increases  over  last  year  in  13 
other  seeds* 

Surplus  supply  if  1955-56  domestic  disappearance  equals  195)4-55 


If  domestic  disappearance  during  the  1955-56  season  equalled  that  of 
the  preceding  season  there  would  be  a surplus  of  approximately  1457*9  million 
pounds  plus  the  quantity  that  would  be  imported  November  1,  1955  - June  30, 
1956,  Such  a gross  surplus,  however,  would  not  allow  for  any  carry-over  at 
the  end  of  the  1955-56  planting  season.  If  this  carry-over  equalled  that  of 
June  30,  1955,  the  net  surplus  would  be  only  220,8  million  pounds  plus  the 
imports  received  November  1,  1955  - June  30,  1956*  In  this  case  there  would 
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be  a net  surplus  (i.ec  excess  of  current  supply  over  19pU->5  domestic  disappear- 
ance plus  June  30}  1935  carry-over)  of  the  following  seeds  in  millions  of 
pounds  plus  imports  November  1,  195^- June  30}  1956:  Lespedeza  (lOl),  alfalfa 
(59)j  Sudangrass  (35)}  common  ryegrass  (33)^  red  clover  (22),  ri.ustrian  hinter 
peas  (11),  timothy  (8j,  perennial  lyegrass  (5)^  lupine  (3),  Kentucky  bluegrass 
(1),  and  redtop  (!)•  On  the  other  hand,  there  would  be  net  deficits  of  hairy 
vetch  (lU),  crimson  clover  (11),  smooth  brome  (10),  red  fescue  (6),  sweetclover 
(5)}  purple  vetch  (h),  Ladi.io  clover  (3),  orchardgrass  (2),  alsike  clover  (2), 
tall  fescue  (1),  and  crested  wheatgrass  (l)^ 

Deficit  supp3.y  if  1955-56  domestic  disappearance  and  carry-over  are  average 

The  1955  carry-overs  of  a number  of  seeds,  particularly  the  fescues, 
smooth  brom.e,  hairy  vetch,  common  ryegrass,  alfalfa,  crested  wheatgrass,  and 
bentgrass  were  much  above  average,  whereas  others,  especially  Austrian  VJinter 
peas,  lupine,  redtop,  common  vetch,  lespedeza,  red  clover,  timothy,  and  sweet- 
clover  were  much  below  average.  If  an  average  carry-over  next  June  were 
assumed  instead  of  a carry-over  equal  to  that  of  June  30,  1955^  the  current 
supply  of  the  2?  leguine  and  grass  seeds  would  fall  short  of  meeting  average 
domestic  requirements  by  about  2k  million  pounds.  Under  these  conditions 
there  would  not  be  enough  of  any  of  the  winter  cover  crop  seeds  except  the 
ryegrasses  and  purple  vetch,  nor  would  there  be  enough  red  clover,  sweet- 
clover,  smooth  brome,  redtop,  orchardgrass,  white  clover,  crested  wheatgrass, 
or  Kentucky  bluegrass.  But  there  would  be  a surplus  of  alfalfa,  ryegrasses, 
Sudangrass,  fescues,  timothy,  Ladino  clover,  bentgrass,  purple  vetch,  and 
alsike  clover* 


Most  seed  prices  lower  than  last  year 

Prices  received  by  growers  for  18  of  the  26  legume  and  grass  seeds  shown 
in  one  of  the  accompanying  price  tables  are  lower  than  in  the  fall  of  195U« 
Prices  of  23  are  below  the  5-y3ar  average.  In  mid-October  the  most  marked 
declines  from  last  year  occurred  in  timothy,  tall  fescue,  Sudangrass,  perennial 
ryegrass,  orchardgrass,  alfalfa,  coiranon  ryegrass,  redtop,  and  red  clover. 

Prices  of  these  seeds  were  a third  to  a half  lower  than  last  year^  Growers’ 
prices  of  only  8 seeds — purple  vetch,  smooth  brome,  crimson  clover,  Austrian 
Winter  peas,  common  vetch,  crested  wheatgrass,  Ladino  clover,  and  hairy  vetch— 
were  higher  in  mid-October  of  this  year  than  last  yearo 

Current  supply  of  each  seed  compared  with  domestic  disappearance 


Alfalfas  The  total  supply  of  alfalfa  seed  (].955  production  plus  carry- 
over on  June  30,  1955  plus  imports  July  1 - October  31,  1955)  for  planting 
during  the  1955-56  season  is  estimated  at  27O0I4.  million  pounds,  as  shown  in 
the  accompanying  table  giving  supply  and  disappearance  of  27  legume  and  grass 
seeds r It  is  the  largest  supply  of  this  seed  on  record,  about  a fifth  larger 
than  last  year  and  three-fifths  larger  than  the  1959-53  average.  The  current 
supply  is  116 n 2 million  pounds  more  than  the  domestic  disappearance  or  con- 
sumption last  year  and  li|7,6  million  pounds  more  than  the  1959-53  average 
domestic  disappearance c So  bhere  is  more  than  enough  alfalfa  seed,  particularly 
of  certain  improved  varieties,  than  will  be  needed  next  year, 

Although  exports  July  1 September  30  were  nearly  twice  as  large  as 
last  year  for  the  saine  period,  exports  during  the  remainder  of  the  present 
fiscal  year  (ending  June  30,  1956)  are  expected  to  be  much  smaller  than  last 
year,  when  supplies  of  legume  and  grass  seeds  in  Europe  were  very  short, 
whereas  this  year  they  seem  ample  for  most  seeds, 
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Based  on  prices  growers  have  been  receiving  for  alfalfa  seed  this  fall^ 
farmers  may  well  expect  to  pay  about  a third  less  for  this  seed  next  spring 
than  they  paid  last  spring. 

Red  clover;  The  current  supply  of  red-clover  seedj,  estimated  at  103*8 
million  pounds ^ is  l5  percent  larger  than  last  year  but  23  percent  below  the 
5-year  average.  With  a supply  last  year  a third  below  average  and  exports 
to  Europe  the  largest  on  record^  prices  last  spring  set  a record.  Chiefly 
because  of  the  record  high  price  of  red  clover  and  the  low  price  of  alfalfa 
seed  compared  with  red  clover,  domestic  disappearance  of  red  clover  seed 
during  the  195U-55  season  was  the  smallest  during  the  16  years  of  record. 

Exports  of  this  seed  since  July  1 have  exceeded  imports,  but  are  expected 
to  be  much  smaller  than  last  year  during  the  remainder  of  the  fiscal  year, 
whereas  imports  are  expected  to  be  much  larger  than  those  of  last  year,  when 
they  were  the  smallest  in  8 years. 

Currently  red-clover  seed  prices  are  slightly  below  average.  If  domestic 
consumption  during  the  coming  season  is  average,  carry-over  will  be  the  small- 
est in  9 years. 

Alsike  clover;  Although  the  current  supply  of  alsike  clover,  including 
imports,  through  October  31,  is  12  percent  less  than  last  year  and  8 percent 
less  than  average,  im.ports  during  the  rest  of  the  fiscal  year  could  easily 
offset  the  apparent  deficit,  Canada,  normal  source  for  practically  all  our 
imports  of  this  seed,  has  a crop  this  year  50  percent  above  the  1949-53 
average  and  a carry-over  32  percent  above  average.  These  factors,  together 
with  a smaller  demand  in  Europe,  would  tend  to  stimulate  exports  to  the 
United  States.  But  the  President's  Proclamation  to  increase  the  tariff  on 
alsike-clover  seed  from  2^  to  6^  a pound  on  imports  when  they  exceed  2,500,000 
pounds  during  each  12  month  period  beginning  July  1 during  the  years  1955 
and  1956  will  affect  imports  during  the  rest  of  the  fiscal  year  as  the 
2,500,000-pound  mark  was  exceeded  as  early  as  October  31# 

Currently  prices  of  alsike-clover  seed  are  about  a fourth  below  average. 
With  an  average  domestic  disappearance  during  the  coming  season,  the  carry- 
over next  June  would  be  about  average. 

Sweetclover;  Currently  the  supply  of  sweetclover  seed  which  includes 
imports  for  only  k months  is  8 percent  smaller  than  last  year's  supply  which 
included  imports  for  12  months.  Imports  have  been  running  much  larger  than 
last  year,  but  if  they  merely  equal  last  year's  imports  for  the  remainder 
of  the  fiscal  year,  the  total  supply  of  this  seed  for  the  1955-56  season  will 
exceed  that  of  last  year  by  about  7 percent. 

The  1955  production  plus  carry-over  in  Canada,  source  of  our  imports, 
totals  approximately  16,1  million  pounds,  which  is  7 percent  smaller  than 
last  year. 

Carry-over  next  June  in  the  United  States  is  expected  to  be  slightly 
larger  than  tnis  year  if  domestic  disappearance  and  imports  are  equal  to 
those  of  last  year, 

Sweetclover-seed  prices  in  mid-October  vjere  about  l4  percent  lower  than 
last  year  and  13  percent  below  average. 
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VJhite  clover;  The  supply  of  white  clover  seed  is  slightly  larger  than 
last  year,  but  is  below  averages  Imports  have  been  running  much  smaller  than 
last  year  and  than  average.  Largely  because  of  the  very  high  price  of  this 
seed  last  spring  and  the  below-average  supply,  domestic  consumption  for  the 
195ii-5d  season  x-jas  a third  below  average*  A somevjhat  larger  consumption  than 
last  year  at  prices  about  a fifth  lower  is  expected, 

Ladino  clover:  Although  the  current  supply  of  Ladino-clover  seed  is 
nearly  a fifth  smaller  than  last  year,  it  is  more  than  twice  as  large  as  the 
domestic  disappearance  during  the  season.  Growers’  prices  in  mid- 

October  were  about  15  percent  higher  than  last  year  but  about  UO  percent  below 
average, 

Lespedeza:  Current  supply  of  lespedeza  seed,  estimated  at  l88,l  million 
pounds,  is  2 l/3  times  as  large  as  the  quantity  sown  last  year  and  about  a 
fourth  more  than  the  average  consumption.  The  sharp  decline  in  prices  is 
expected  to  stimulate  the  sowing  of  much  more  seed  next  spring  than  was  sown 
last  spring.  But  because  of  the  much  lox-fer  prices  received  by  growers  this 
fall  there  x-Jill  be  less  incentive  to  harvest  a seed  crop  next  fall, 

Timothy;  Supply  of  timothy  seed  is  lU  percent  larger  than  last  year, 
but  is  slightly  less  than  average.  Imports  and  exports  have  been  running 
much  smaller  than  usual,  Canada  has  a large  crop — nearly  tx'jice  the  5-year 
average.  Imports  from  there  are  not  needed  as  the  United  States  supply 
currently  is  more  than  a third  larger  than  the  domestic  disappearance  either 
last  season  or  the  average, 

Qrchardgrass;  Currently  the  supply  of  orchardgrass  seed  is  about  a sixth 
smaller  than  last  year,  but  imports,  vjhich  have  been  running  much  ahead  of 
last  year  and  the  average,  during  the  remainder  of  the  current  fiscal  year 
are  expected  to  raise  the  total  supply  above  that  of  last  year,  Denmark  has 
a large  crop  of  this  seed  and  is  expected  to  export  much  of  it  to  the  United 
States,  Without  imports  from  there,  the  United  States  xrould  not  have  enough 
orchardgrass  to  meet  average  requirements, 

Redtop;  The  current  supply  of  redtop  seed  is  15  percent  larger  than 
last  year,  but  only  U3  percent  of  an  average  supply.  Because  of  the  sharp 
decline  in  consumption  during  the  last  2 years,  the  current  supply,  although 
small,  appears  to  be  sufficient  for  prospective  1955-56  requirements, 

Kentucky  bluegrass;  Supply  of  Kentucky-bluegrass  seed  is  slightly 
larger  than  last  year,  but  is  8 percent  belovj  average.  It  is  half  again 
as  large  as  the  domestic  disappearance  last  year  and  a fourth  more  than  the 
average  domestic  disappearance. 

Fescues ; The  supply  each  of  Cheviings,  red,  and  tall  fescue  seed  is 
smaller  than  last  year,  but  much  above  average.  Imports  of  red  fescue  through 
October  were  about  a fourth  larger  than  last  year  for  the  same  period  and  more 
than  three  times  the  average.  It  will  be  necessary  to  import  about  800,000 
pounds  more  of  red  fescue  to  have  the  supply  balance  domestic  disappearance 
last  season.  Supply  in  Canada,  chief  source  for  our  imports  of  this  seed, 
is  about  a fifth  smaller  than  last  year,  but  more  than  3 l/2  times  the  5- 
year  average.  Currently  supplies  of  Chevrings  and  tall  fescue  are  respectively 
half  again  to  nearly  twice  last  season's  domestic  disappearance. 
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oeaiii^raso ; The  sup^i;/  of  oentgraso  o-^ez.  is  sii^nbl.v  larger  than  last 
/ear  and  66  percent  larger  rhan  average.  It  is  more  than  ample  to  meet 
expected  requirements  during  the  1955-5h  season. 

Smooth  brome;  It  vrill  be  necessary  Co  iiapcrt  IsO^OOO  pounds  more  of 
smooth-brome  seed  from  Canada  merely  to  equal  last  year's  beloi\i-average 
domestic  disappearance.  Through  October^  imports  were  average  despite  the 
fact  that  the  supply  of  this  seed  in  Canada  is  nearly  a fourth  below  average. 

Crested  wheatgrass;  Supply  of  orested-wheatgrass  seed  is  a fourtn  smaller 
than  last  year  and  about  UO  percent  below  average.  Imports  from  Canada^  only 
source  of  our  imports,  can  make  up  some  of  the  deficit  as  the  1955  crop  there 
is  nearly  2 l/2  times  the  average, 

Sudangrass ; Because  of  the  lai-gest  Sud.angrass-seed  crop  in  llu  years, 
together  with  an  average  carry-over,  the  current  suppily  is  71  percent  larger 
than  last  year  and  6?  percent  above  average.  Although  the  loxii  price  of  this 
seed  is  expected  to  stimulate  demand  during  the  1955-56  season,  a large  carry- 
over is  indicated  for  next  June  unless  tlie  demand  is  much  above  average, 

V'Jinter  cover  crops;  Lemand  for  winter  cover  crop  seeds  is  over  until 
the  fall"  of  1956.  Although  this  fall's  supply  of  each  of  these  seeds,  except 
comraon  and  perennial  ryegrass,  was  below  average,  supplies  of  Austrian  winter 
peas,  lupine,  comiton  vetch,  and  common  and  perennial  ryegrass  'were  larger  than 
a year  ago,  compared  v/ith  the  195U-55  domestic  disap^yearance,  supplies  this 
fall  were  larger  for  six  of  tne  eight  v/inter  cover  crop  seeds,  tne  tw'  exception 
being  crimson  clover  and  purple  vetch. 
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UNITED  3TATES  DEPART'/S.iT  OF  AGRICULTURE 

^ COTTON  RESE;-RCH  at  the  SC'UTEERM  UTILIZATION  RZSE,^  RCH  BRi^.MCK 
OF  ACtRICUlIt^RAL  RES^CK  SERVIcfe?^ 

The  current  research  program  of  the  Southern  Branch  to  extend  and  improve  the 
utilization  of  cotton  lint  includes  investigations  of  fiber  quality  as  related 
to  improved  utilization,  and  cotton  chemical  and  mechanical  processing  proce- 
dures and  products. 

Fiber  research  leads  to  more  uses  for  cotton 

In  one  line  of  research  fundamental  information  is  being  sought  fis  to  the 
raechanism  of  soiling  of  cotton  fibers.  The  improvement  of  cotton  as  to  sus- 
ceptibility to  soiling  wc\ald  be  competitive  advantage  of  considerable  irapor- 
tance.  The  necessity  of  laundering  at  frequent  intervals  contributes  to  the 
"up-keep"  cost  in  a textile  article,  and  in  these  for  which  laundering  is  not 
feasible  the  dry  soiling  is  a feature  v/hich  in  many  inotances  militates' 
against  its  use.  It  is  estimatec'  by  the  National  Cotton  Council  that  iiaprove- 
ment  of  cotton* s soil  resistance  v/ould  effect  an  annual  consumption  of  approxi- 
mately l,ii50,000  bades  valued  at  nearly  ,.290,000,000  for  apparel,  household 
and  industrial  uses. 

A new  instrument  for  measuring  the  strength  and  elongation  (stre'tch)  of  small 
bundles  of  cotton  fibers  in  one  operation  has  been  designed  to  aid  in  the 
selection  of  cottons  havVing  desired  properties  for  specific  textile  uses.  It 
was  developed  at  tlie  University  of  Tennessee  Research  Laboratory,  Knoon/’ille, 
Tennessee,  under  a research  contract  sponsored  by  the  U,  S,  Department  of 
Agriculture,  The  development  of  this  instrument  makes  possible  for  the  first 
time  an  evaluation  of  an  elastic  property  of  cotton  which,  due  to  the  tedi- 
cusness  and  time  required  for  its  alternative  measurement,  on  single  fibers, 
had  been  almost  totally  neglected  by  breeders,  merchants,  and  textile  mills. 

This  instrument  is  being  used  experimentally  by  certain  breeders  in  "the  selec- 
tion of  strains  of  cottons  for  propagation  and  by  several  reseaorch  laboratories 
in  collecting  fundamental  information  needed  to  secure  the  maximum  usefulness 
of  cotton’s  potentially  valuable  properties.  Recent  reports  have  indicated 
that  some  ii5,000  bales  of  American  cotton  v/ore  selected  in  preference  to  a m.cre 
expensive  foreign  cotton  on  the  basis  of  more  favorable  elongation  performance. 
Certain  commercial  laboratories  have  reported  that  bundle  elongation  is  new 
being  used  to  select  cottons  for  industrial  fabrics. 

In  ether  vrork,  a nev;  type  of  cotton  fiber,  one  which  is  tougher,  more  extensi- 
ble, more  absorbent,  and  which  has  a higiier  dyeing  capacity  and  gre-ater  chemi- 
cal reactivity  than  ordinary  cotton,  has  been  produced  on  a laboratory  scale. 
These  improved  qualities  were  obtained  by  treating  the  fiber  with  a liquid 
cherriical  which  lovmred  the  crystallinity  of  the  celliiLcse  from  80-90^  in  the 
native  fiber  to  20-30^.  in  the  treated  fiber.  This  revolutionary  discovery  by 
laboratory  scientists  has  attracted  widespread  attention.  It  opens  up-nevj 
possibilities  for  creating  cotton  products  with  improved  qualities  for  certain 
uses,  A public  service  patent  has  been  granted  on  tiie  process. 


^Prepared  for  use  as  backgr.  •and  material  in  the  33rd  National  Outlook 
Conference,  November  28-Dcceraber  1,  195?. 
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Cotton  Ciiemical  r’rocessing 


Chemical  finishing  is  today  largely  confined  to  the  laboratory  or  pilot-plant 
stages,  with  only  a few  of  the  sirapler  types  of  treatment  having  reached 
commercial  application. 

Partially  Acetylated  Cotton  ("PA  Cotton").  The  making  of  a new  cotton-t3.npe 
fiber  from  cotton  by  partial  acetylation  represents  the  first  practical  . 
exaiijple  of  a fibrous  chemical  derivative  developed  at  the  Southern  Laboratory. 
It  has  received  considerable  attention  by  the  cotton  industry  and  others 
during  recent  years  because  of  its  outstanding  resistance  to  deterioration 
by  micro-organisms  and  heat. 

The  cotton  remains  non- toxic  and  is  not  changed  in  appearance.  Unlike  sor.io 
processes  used  to  improve  cotton's  rot  resistance,  partial  acetylation  leaves 
no  stickiness,  odor,  or  color.  It  is  believed  to  be  the  most  effective  method 
developed  to  protect  cotton  from  rot-causing  micro-organisns  and  from  damage 
by  heat.  Two  firms  are  now  rac-nufacturing  this  new  textile  product.  It  is 
being  marketed  under  cornncrcial  trade  names  for  household  ironing  board  covers 
and  is  being  evaluated  for  various  other  uses  by  a number  of  industrial  con- 
cerns, 

Cyanoethyla ted  Cotton  ("CU  Cotton"),  This  new  cotton  product,  first  announced 
by  the  Institute  of  Textile  Technology,  is  undergoing  extensive  evaluation  in 
cooperation  with  the  Institute  and  with  cotton  mills  and  chemical  companies. 
Ifade  by  treating  cotton  with  acrylonitrile,  CN  cotton  has  greater  resistance 
to  rot  and  heat-  and  greater  affinity  for  certain  dyes  - than  cotton  itself. 

Carboxymethylated  Cotton  ("CM  Cotton"),  This  nex-^  textile  material  has  been 
made  in  pilot  plant  quantities  to  obtain  the  material  needed  for  evaluation. 
One  form  of  CM  cotton  is  soluble  in  water.  Another  has  increased  affinity 
for  water  and  certain  dyes  and  chemicals.  The  second  fonn  also  has  a crisp 
feeling  and  is  more  suitable  than  cotton  for  making  wrinkle-resistant  fabrics. 

Aminized  Cotton  ("/ill  Cotton"),  The  discovery  at  the  Soutliern  Regional  Rcscarc: 
Laboratory  of  a new  and  technically  feasible  process  for  introducing  amino 
groups  into  cotton  cellulose  supplied  information  having  an  important  bearing 
on  the  old  problem  of  how  to  give  wool-like  dyeing  properties  to  cotton. 
Avenues  for  the  improvement  of  many  end-use  properties  have  been  opened  up 
by  aminized  cotton,  since  the  amino  groups  react  readily  with  many  kinds  of 
compounds,  making  aminized  cotton  a starting  point  for  further  chemical 
modifications  to  make  cotton  water-repellent,  vieather-resistant,  mildew- 
resistant,  crease-resistant,  flame-resistant,  and  the  like. 

Flame -Resist  ant  Cotton  Fabrics.  Cotton  fabrics  xxrith  superior  flame-resisting 
qualities  have  been  developed.  Treated  cloth  passes  the  most  stringent 
laboratory  evaluation  tests,  including  the  flaning  match  test,  applied  to 
narrow  strips  of  the  fabric.  Initial  resistance  to  flaming  and  after-glow 
is  retained  after  1$  launderings.  The  superior  product  is  obtained  in  a 
one-bath  process  consisting  of  a combination  of  two  excellent  flame -resisting 
treatments.  These  tvro  treatments,  identified  as  THPC  and  EAR,  were  also 
developed  at  the  Southern  Laboratory. 
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Highly  Vjeather-Rosistant  Cotton  by  V^.t-Dyeing  and  Acetylc.tion,  An  extroj.iely 
promising  recent  accomplishment  ■which  combines  resistance  to  sunlight  with 
mildew-  and  rot-resistance  of  partially  acetylated  cotton  consists  of  pre- 
dyeing  cotton  with  certain  light-stable nonsensitising  vat-dyes^  and  follow- 
ing this  with  partial  acetylation.  Weather  exposure  tests  indicate  that  the 
combination  of  vat-dyeing  >ri.th  certain  colors  and  acetylating  may  more  than 
double  the  outdoor  service  life  compared  to  cotton  vat-dyed  only,  or 
acetylated  only. 

Improved  Tobacco  Shade  Cloth,  The  service  life  of  cotton  cloth  used  to  shade 
seed  beds  and  growing  tobacco  plants  can  be  at  least  tripled  by  a process 
developed  recently  in  the  Southern  Laboratory,  Pieces  of  test  cotton  fabrics 
prepared  by  this  process  and  used  to  cover  tobacco  fields  in  North  Florida 
during  the  past  three  seasons  still  had  two  to  throe  times  as  much  of  their 
original  strength  left  as  did  ordinary  tobacco  shade  cloth  after  only  one 
season’s  use. 

The  weather-resistant  finish  responsible  for  this  increased  life  is  lead- 
chromate,  an  inorganic  3^ellow  pigment,  which  screens  out  the  damaging  rays 
of  sunlight,  one  cause  of  the  rapid  deterioration  of  cotton  in  outdoor  use. 
The  basic  principles  for  applying  this  troat3‘;iont  to  shade  cloth  have  proved 
to  be  comraercially  feasible,  and  the  chemicall^r  processed  fabric  is  now 
available  for  only  a slight  increase  in  cost  over  the  untre  ted  cloth.  Since 
fewer  replacements  of  the  treated  cloth  are  required,  the  resultant  saving 
to  tobacco  growers  is  substantial,  i,e,,  about  Si  mnllion  annually. 

Cotton  jicchanical  Processing 


Current  research  in  the  Cotton  Mechanical  Processing  Section  seeks  to  develop 
new  and  improved  machinery  and  processing  techniques  for  more  efficient  and 
economical  manufacture  of  high  quality  cotton  yarns  and  fabric S|  to  determine 
the  general  relationships  between  fiber,  3"arn,  and  fabric  properties^  and  to 
develop  cotton  products  to  meet  specific  requirements.  Examples  of  recent 
progress  include  the  following: 

Cotton  Opener,  Before  cotton  can  be  processed,  that  is,  cleaned,  carded, 
spun  and  woven,  the  matted  or  compacted  masses  of  fiber  must  be  opened  or 
fluffed  up  to  enable  more  efficient  rem.oval  of  the  foreign  matter  from  the 
fiber,  A new  machine  developed  recently  does  -this  better  than  any  other. 

The  machine,  which  occupies  little  floor  space  (6x8  feet)  and  costs  about 
;:i)8,000  can  process  2,000  pounds  of  cotton  per  hour.  With  this  machine 
installed  in  the  production  lino  of  a cotton  mill,  more  trash  — but  less 
spinnable  fiber  — is  removed.  The  savings  amount  to  50  cents  to  ^pl  per  bale 
of  cotton  processed.  The  textile  industrj^  has  already/  piat  into  use  enough 
of  these  machines  to  process  2 million  bales  of  cotton  annually,  and  new 
machines  are  being  installed  at  a rate  to  handle  an  additional  one-ha.lf 
million  bales  each  year.  Four  com.panies  are  manufacturing  SRRL  Openers 
for  sale.  It  is  estimated  that  annual  savings  resulting  from  the  use  of 
these  openers  is  about  ^p2  mdllion. 
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Improved  Cotton  Carding.  "Carding"  is  necessary  to  disentangle  individual 
cotton  fibers.  In  contract  research  done  for  the  Southern  Branch  by  the 
Te^rtile  School  of  Worth  Carolina  State  College ^ methods  were  found  that 
greatly  increase  cotton  card  production,  i.e.,  by  as  m.uch  as  60  percent. 

Also,  it  was  found  that  waste  in  carding  can  be  reduced  about  1 percent  by 
adoption  of  recommended  changes  in  processing  techniques.  These  changes, 
if  practiced  by  the  entire  cotton  industry,  would  result  in  an  estimated 
saving  of  100,000  bales  of  cotton  annually,  A num.ber  of  mills  have  already 
benefited  through  application  of  these  rcsea-rch  findings.  One  mediuin-siacd 
m.ill  has  reported  an  estimated  saving  of  about  ^>170, 000  for  the  first  year 
by  increasing  their  rate  of  carding. 

Loom  Attachment.  The  SRRL  Loom  Attachment  is  a simple,  inexpensive,  practical 
device,  readily  a.dapted  to  standard  textile  looms  to  facilitate  the  weaving 
of  abnormally  high-density  cotton  fabrics,  Inliercntly  water-resistant  fabrics 
have  been  woven  with  pickage  increases  as  great  as  1;0^  above  the  maximum 
nomally  obtainable  on  the  loom. 

Relatively  light-weight  high-pickago  fabrics  fabricated  into  tarpaulins  are 
being  service  tested  as  a.thletic  field  covers  at  the  New  Orleans  Professional 
Ball  Park.  Although  these  covers  hax^e  been  given  no  wster-proof ing  treatment, 
whatsoever,  thoj''  have  not  leaked  after  five  years  service  under  the  local 
conditions  of  heavy  rainfall. 

The  development  of  light-weight  extra -dense  cotton  fabrics  is  important  because 
cotton  fabrics  x-^ith  heavx'-  chemical  or  other  water-proofing  treatments  are 
finding  increasing  competition  from  lighter  xs^eight  fabrics  of  synthetic  fibers 
or  plastics.  It  is  vjell  knoxm  that  nylon  and  other  sy-ithetics  have  encroached 
heavily  into  the  market  for  raincoats,  jackets  and  other  garments  that  must  be 
light  in  weight  and  relatively  wind  and  water  resistant.  The  nex7  light-weight 
extra-dense  cotton  fabrics  shoxild  be  a major  factor  in  retaining  and  expanding 
the  market  for  cotton  in  this  field. 

High  pickage  cotton  fabrics  have  attracted  the  interest  of  the  Defense  Agencies 
and  arc  being  actively  investigated  for  a number  of  military  applications. 

High  pickage  cotton  fabrics  are  also  being  evaluated  for  tarpaulins,  ax-mings, 
shixlter  tents,  raincoats,  and  for  a number  of  applications  in  tne  automotive 
industry.  It  is  believed  that  the  development  of  these  nex^  fa.brics  xm.ll  retain 
and  e:spand  the  demand  for  cotton  in  the  industrial  fabric  market  where  the  use 
of  cotton  has  been  ra.pidly  declining. 

The  SRRI,  Loom  Attaclmont  is  being  commercially  produced  by  tx-jo  equipment 
manixfacturers.  The  attaclxiaent  is  xoeaving  fahrics  on  a commercial  scale  in 
Canada,  axid  Scotland,  and  is  in  experimental  use  in  appro ximatelj''  2$  textile 
mills  in  the  United  States. 


U. 3. Dept,  of  Agriculture  ^ 

l{  Joreign  Agricultural  Service  r 
Grain  and  Feed  Division 
Washington  D.G. 


FOREIGN  GRASS  AND  LEGUME  SEED  SITUATION 


The  European  seed  situation  for  the  1955-56  season  is  completely 
reversed  from  that  of  195U-55*  With  one  of  the  most  favorable 
harvest  seasons  in  years  and  a larger  seed-crop  acreage^  supplies 
are  more  nearly  normal  in  the  producing  countries.  And  in  a number 
of  importing  countries,  production  was  increased  because  of  the  very 
high  price  levels  that  prevailed  throughout  the  195^1-55  season. 

In  addition  to  the  1955  production,  Europe  had  an  appreciable  carry- 
over from  the  195U-55  season.  The  short  supplies  and  active  bidding 
for  those  supplies  drove  prices  to  such  a high  level  that  farmer 
resistance  resulted  in  a material  reduction  in  seed  use,  mth  a 
consequent  unexpected  carryover  of  high  priced  seed. 

Europe’s  estimates  of  supplies  are  not  available  in  terms  of 
quantities  at  this  date  because  of  the  almost  conq5lete  absence  of 
seed  crop  forecasts.  However,  estimates  obtained  from  merchants, 
trade  publications  and  the  attaches  point  to  exportable  surpluses 
of  most  kinds  of  grass  and  legume  seeds  in  the  suuplus  producing 
coimtries.  Denmark  has  harvested  a much  larger  acreage  than  normal 
under  favorable  xreather  conditions.  In  spite  of  below-average  yields, 
they  are  believed  to  have  sizeable  exportable  surpluses  of  most  kinds. 
The  annual  ryegrass  crop,  because  of  x-jinter  freeze  injury,  is  reported 
to  be  smaller  than  normal. 

The  United  Kingdom  was  also  favored. with  one  of  the  best  harvest 
seasons  in  years  and  instead  of  having  to  import  almost  the  entire 
seed  requirements  as  was  the  case  last  year,  they  are  offering 
considerable  quantities  of  a number  of  kinds  for  export.  Red  clover 
in  particular  is  in  larger  supply  than  for  some  years.  Orchard 
grass  and  a number  of  other  kinds  will  be  exported  to  importing 
countries  in  competition  with  supplies  from  Denmark.  Perennial 
ryegrass  is  reported  to  be  in  large  supply  in  North  Ireland,  the 
principal  producing  area  of  the  United  kingdom. 

The  French  seedsmen  also  report  better  harvests  this  season  than 
last  and  have  estimated  that  they  will  have  e:qportable  surpluses  of 
several  kinds  of  seeds.  The  major  seed  crops  available  for  export 
from  France  are;  alfalfa,  red  clover,  crimson  clover,  birdsfoot 
trefoil,  and  Mayenne  ryegrass. 
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No  reports  have  been  received  from  Italy^  normally  an  important 
exporter  of  crimson,  Ladino,  red  clover,  and  alfalfa.  However, 
commercial  sources  report  the  Ladino  clover  crop  to  be  normal  vjith 
some  k or  $ million  pounds  for  export.  The  Italian  crimson  clover 
crop  started  off  under  such  unfavorable  conditions  that  expensive 
purchases  \jeve  made  in  France,  No  comments  were  received  as  to  the 
alfalfa  seed  crop,  but  the  red  clover  seed  harvest  is  indicated  to  be 
below  domestic  requirements, 

Ireland,  Belgium,  Germany,  and  Switzerland  are  importers  of  most 
of  their  seed  needs.  Because  of  the  great  drop  in  xjorld  seed  prices, 
it  is  quite  likely  that  price  will  determine  the  source  of  supply. 

The  current  price  levels  of  seeds,  approximately  one-half  of  those 
of  a year  earlier,  are  hard  to  explain  since  there  is  no  great 
surplus  of  grass  and  legume  seeds.  Nevertheless,  wholesale  seed 
prices  in  the  producing  countries  are  at  lox^  levels.  Consuirption  is 
lilcely  to  be  more  nearly  normal  if  they  are  reflected  to  the  consuming 
farmers , 
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. The  indicated  surpluses  of  seed  give,  only  the  one  side  of  the 
supply-deraand  picture.  The  demand  phase  is  not  readily  obtained 
at  this  time. 


GRASS  AMD  LEGUME  SEEDS 
Indicated  Exportable  Surpluses,  1955-1956 


Country 

U.  S. 

Canada 

Denmark 

France 

U.  K. 

Italy 

1,000 

pounds 

1,000 

pounds 

1,000 

pounds 

1,000 

pounds 

1,000 

pounds 

y 

None 

Alfalfa 

75,000 

None 

None 

None 

9,000 

None 

Clover,  Alsike 

3,5oo 

None 

None 

None 

Clover,  Ladino 

U,ooo 

None 

None 

None 

None 

Nene 

None 

None  2/ 

3/ 

1/ 

None 

Clover,  Crimson. 

None 

7,000 

None 

Clover,  Red... 

2,000 

3,000 

3,000 

12,000 

y 

None 

Clover , Sweet 

None 

10^000 

None 

None 

Clover,  Mhite. 

None 

None 

3,000 

2,000 

None 

V 

None 

None 

None 

Bluegrass,  Kentucky. , . 
Bluegrass,  Canada..... 

1,000 

None 

None 

20 

None 

None 

None 

None 

Bluegrass,  Danish...., 

None 

None 

5,000 

None 

None 

None 

None 

Br ome , Smooth 

None 

5,000 

5 s 000 
None 

None 

None 

None 

Fescue,  Red 

Fescue,  Tall 

i|,C00 

9,000 

5,000 

None 

None 

None 

None 

None 

None 

None 

Orchard  Grass 

None 

None 

12,000 

None 

V 

1/ 

n/ 

1/ 

None 

Ryegrass,  Annual. 

30.000 

5,000 

I[,000 

None 

7,000 

11,000 

200 

2,000 

1/ 

None 

None 

Ryegrass,  Perennial. . . 
Timothy. 

None 

16,000 

None 

None 

l/  No  report. 

_2/  Trade  report  - no  official  statistics. 

3/  No  specific  information;  reported  to  have  bought  2 million  from  France, 
n/  No  specific  information  reported  to  be  considerable. 
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2.  The  decline  in  world  seed  prices  is  well  illustrated  by 

comparing  the  1955  prices  with  those  of  a year  ago  in  Denmark. 


Danish  1/Jholesale  Seed  Prices 


Kind  of  Seed 

August 

195U 

: October  25, 

; 1951; 

October  10 

1955 

cents  per 

cents  per 

cents  per 

pound 

pound 

pound 

Orchard  grass 

28.7 

13.8 

Perennial  ryegrass 

23.3 

21;, 3 early 
30.9  late 

9.8 

Red  clover,  early 

Red  clover,  late 

91.6 

105.1 

Ul;.!; 

Annual  ryegrass 

23.7 

26.7 

9.86 

Red  Fescue 

26.2 

33.8 

13.8 

viJhite  clover 

99. U 

105.1 

52.6 

y PRODUCTION  CONSIDERATIONS 
IN  THE  1956  FRUIT  AND  TREE  NUT  OUTLOOK 


Production 
Million  Tons 


Population 

Million 


Statistics  Branch,  Agricultural  Estimates  Division, 
Agricultural  Marketing  Service,  U.  S.  D.  A. 


180 

160 

140 

120 


PRODUCTION  CONSIDERATIONS 


IN  THE  1956  OUTLOOK  ?OR 
FRUITS  AND  TREE  NUTS 


The  level  of  total  fruit  production  in  the  United  States  has  increased 
about  17  percent  during  the  past  15  years,  while  population  during  this 
period  has  increased  about  24  percent , This  neans  that  per  capita  pro- 
duction of  finits  has  been  declining  for  several  years  despite  higher 
consumer  purchasing  power. 

The  total  production  of  citrus  fruits  has  increased  70  percent  since  1939, 
despite  severe  freeze  damage  in  several  producing  areas  during  this  period 
This  upward  trend  in  citrus  production  is  expected  to  continue  for  several 
years  but  at  a slower  rate  of  increase.  Florida  continues  to  expand  in 
bearing  capacity,  both  from  new  plantings  and  increasing  size  of  trees. 

The  trend  in  California  oranges  and  grapefruit  is  moderately  downward  and 
for  lemons,  about  level.  Texas  citrus  trees  of  all  kinds  were  nearly 
wiped  out  in  February  1951.  Tiie  level  of  production  was  reduced  from 
about  30  million  boxes  to  less  than  1 million  but  has  been  reviving  since 
the  freeze,  reaching  4 million  boxes  in  195^-55.  Texas  production  should 
continue  to  increase  for  several  years , Arizona  citrus  production  prob- 
ably will  not  change  materially  for  at  least  a few  years. 

Fresh  sales  of  citrus  fruits  Increased  steadily  from  about  the  turn  of 
the  century  until  the  period  from  1943  to  1946.  Since  1946,  total  fresh 
sales  of  citrus  have  declined  moderately  and  are  now  at  about  the  same 
level  as  in  1939-  Processing  of  citrus  fruits,  on  the  other  hand,  has 
continued  to  increase  steadily  and  the  level  is  novr  about  four  times  that 
of  1939.  Until  about  10  years  ago,  canned  single  strength  juice  was  the 
principal  product,  but  in  recent  years  frozen  concentrated  orange  juice 
has  become  the  most  important  citrus  product.  Frozen  concentrated  orange 
Juice  now  accounts  for  more  than  a third  of  all  oranges  produced  in  the 
country  and  about  two-thirds  of  all  oranges  processed, 

The  level  of  noncitrus  fruit  production  is  about  the  samie  as  it  was  15 
years  ago . Total  noncltrus  fruits  probably  will  remain  at  approximately 
this  level  for  the  next  few  years.  Lower  levels  since  1939  for  apples, 
peaches,  prunes,  and  figs  have  been  offset  by  Increases  in  pears,  grapes, 
cherries,  and  cranberries.  Apricots,  plums,  strawberries,  and  olives  are 
at  about  the  same  level  of  production  as  15  years  ago . Fresh  sales  of 
noncltrus  fruits  have  declined  moderately  since  1939  while  total  processin 
Increased  about  the  same  amount . Increases  in  canning  and  freezing  during 


this  period  were  about  offset  by  a decline  in  dried  fruits.  The  production 
of  other  processed  products --principally  vinegar^  vine,  and  Jelly--i3  at 
about  the  sane  level  as  in  1939. 

Total  tree-nut  production  (almonds,  valnuts , filberts,  and  pecans)  has  in- 
creased about  kO  percent  during  the  past  15  years , with  increases  in  each 
ibf  the  4 major  kinds . The  trend  should  continue  upward  for  almonds  and 
valnuts  for  a few  years  but  probably  has  leveled  off  for  filberts  and 
pecans . 


Oranges:  The  trend  in  orange  production  has  been  upward  for  50  years  and 
will  probably  continue  upward  for  several  years  but'at  a slower 
rate  of  Increase.  Production  of  oranges  in  the  United  States  is  now  in 
greater  volume  than  for  any  other  fruit  crop.  More  than  half  of  the  United 
States  production  is  processed.  The  production  of  frozen  concentrated 
orange  juice  is  probably  the  outstanding  development  in  the  United  States 
fruit  industry  in  recent  years . The  packing  of  this  product  on  a commer- 
cial scale  started  only  about  10  years  ago.  However,  it  increased  so 
rapidly  that  in  the  past  two  seasons  more  than  a third  of  the  United 
States  orange  crop  was  used  for  frozen  concentrate . Nearly  all  of  this 
product  has  been  made  in  Florida. 

Production  in  Florida  for  most  kinds  of  oranges  continues  sharply  upward. 

In  California,  the  production  trend  has  turned  moderately  downward  for 
both  navels  and  Valencias.  California  Valencias  are  essentially  the  only 
fresh  oranges  available  during  the  summer  and  early  fall.  This  has  been 
a great  advantage  to  California  in  Biarketing  her  Valencia  crop.  This 
advantage  has  been  sharply  reduced  by  the  competition  of  frozen  orange 
concentrate  from  Florida.  The  pressure  of  this  competition  will  probably 
increase  as  Florida  production  increases.  Many  California  citrus  groves 
are  giving  way  to  the  expanding  cities  and  towns,  especially  in  Southern 
California,  Arizona  orange  production  probably  will  not  change  materially 
in  the  next  few  years.  The  Texas  production  will  be  relatively  small  for 
a few  years  because  of  severe  freeze  damage  in  1949  and  1951. 

Grapefruit ; The  production  of  grapefruit  in  the  United  States  increased 
rapidly  from  1939  until  1949  when  the  upward  trend  was 
halted  by  a freeze  in  Texas.  Another  Texas  freeze  in  1951  killed  most  of 
the  trees.  Texas  production  is  expected  to  increase  in  the  future.  The 
trend  in  Florida  grapefruit  will  probably  continue  moderately  upward  for 
several  years . 

Lemons ; The  level  of  lemon  production  has  not  changed  significantly  dur- 
ing the  past  15  years.  A slight  to  moderate  increase  is  possible 
in  the  next  few  years , since  the  Increase  in  population  should  increase  the 
demand  for  fresh  lemons  as  well  as  the  new  processed  products  such  as 
frozen  lemonade  concentrate . 
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Apples:  Apples  accourrii  for  about  a third  of  the  noncltru.3  fruit  total 
and  provide  alnoet  half  the  fresh  market  supplies  of  domestic 
n one  It  mar  Tit:!  t . The  production  trend  for  apples  has  been  moderately 
downward  since  1939;  ^^d  appears  to  be  leveling  off  at  15  to  20  percent 
below  the  production  potential  of  1939 • Sales  of  nurserj"  stock  are  re- 
ported to  have  been  large  during  the  past  2 years.  The  decline  in  apple 
production  has  been  accounted  for  mostly  by  the  removal  of  low  yielding 
orchards  and  less  desirable  varieties.  Despite  the  downtrend  in  pro- 
duction, processing  has  been  increasing,  partloularly  the  canning  of 
applesauce  in  the  East . 

The  production  of  apples  in  New  England  has  increased  moderately  since 
1939;  in  contrast  with  moderate  to  sharp  declines  for  all  other  important 
producing  areas  of  the  East . New  York  is  down  about  a fifth  and  the 
Appalachian  area  (Pennsylvania,  Maryland,  Virginia,  West  Virginia)  is 
down  about  a fourth . These  areas  have  probably  leveled  off  in  production . 

Michigan  production  has  fluctuated  between  5 and  12  million  bushels  since 
1939  hut  production  capacity  has  declined  only  slightly.  This  trend  is 
expected  to  hold  about  level  or  Increase  moderately  during  the  next  few 
years . The  total  production  level  for  the  other  Central  States  is  down 
about  a third  with  considerable  variation  among  the  States. 

Washington  State  produced  a record  crop  of  35^  million  bushels  in  1950. 
The  following  four  crops  were  each  less  than  25  million  bushels  but  the 
1955  crop  is  estimated  at  3I  million.  Production  capacity  in  this  State 
declined  moderately  between  1939  ^d  19^3  hut  has  been  increasing  since 
19^3  Q-nd  is  now  about  the  same  as  in  1939.  This  slight  upward  trend  is 
expected  to  continue  during  the  next  few  years . 

California  apple  production  Increased  from  1939  to  19^7  when  a record 
crop  of  11  million  bushels  was  produced.  The  tend  has  leveled  off  red- 
erately  below  the  peak  of  19^7  and  is  expected  to  hold  about  steady  for 
a few  years.  Each  of  the  other  Western  States  shows  a decline  since 
1939  ^nd  a slight  to  moderate  decline  can  be  expected  for  the  next  few 
years , 

Peaches ; Peaches  are  exceeded  in  importance  only  by  apples  and  grapes 

among  noncitrus  fruits.  Fresh  sales  of  peaches  amount  to  about 
half  of  production  and  are  second  only  to  fresh  apple  sales  in  tonnage, 
Production  increased  sharply  from  1939  until  19^6  and  has  since  declined 
to  a level  slightly  below  that  of  1939.  In  the  spring  of  1955;  n disas- 
trous freeze  in  the  Southern  States  practically  wiped  out  the  1955  peach 
crop  in  those  States  and  killed  or  damaged  a great  many  peach  trees . The 
production  capacity  in  these  States  will  be  reduced  for  at  least  2 c^r  3 
years  . 
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The  potential  level  of  production  In  California,  where  about  one-helf 
of  the  United  States  total  peaches  are  grown,  has  Increased  noderately 
during  the  past  10  years . About  two-thirds  of  the  peaches  produced  in 
California  have  been  clingstones  used  principally  for  canning.  In  order 
to  hold  production  of  clingstones  within  the  limits  of  market  require- 
ments, California  growers  have  put  into  o^ration  a "green  drop"  pro- 
gram in  recent  years  of  lai?6e  production.  This  program,  which  is  oper- 
ated as  part  of  a marketing "agreepsnt,  has  resulted  in  the  elimination 
of  about  15  percent  of  production  by  stripping  the  green  fruit  from  the 
trees  early  in  the  season. 

The  production  level  in  the  important  Western  States  of  Colorado, 
Washington,  and  Oregon  increased  between  1939  Q-nd  19^6  but  has  not  changed 
significantly  during  the  past  10  years.  Wo  important  changes  are  expected 
in  these  States  during  the  coming  few  years  except  some  possible  expansion 
in  the  Grand  Coulee  Project  of  Washington. 

Production  trends  in  nearly  all  areas  of  the  Northeastern  and  North  Central 
States  have  been  rnderately  downward  except  in  New  Jersey,  which  has  shown 
a moderate  increase . 

The  Southeastern  and  South  Central  States  have  been  decreasing  in  produc- 
tion levels  at  rates  from  moderate  to  rapid.  The  1955  freeze  in  these 
States  will  no  doubt  accelerate  the  do'vnitrend--at  least  temporarily. 

Pears:  Pear  production  Increased  noderately  between  1939  19^7  s^nd 

has  since  declined  to  about  the  same  level  as  in  1939*  The  three 
Pacific  Coast  States  moduce  more  than  four-fifths  of  the  Nation's  pears 
and  the  proportion  is  increasing.  Little  change  is  expected  during  the 
next  few  years  in  overall  pear  production.  The  pear  crops  in  California 
and  Oregon  have  increased  about  50  percent  since  1939,  while  the  Washington 
crop  has  not  changed  significantly.  The  increases  in  California  and 
Oregon  have  been  offset  by  decreases  in  nearly  all  Eastern  and  Central 
States.  Fire  blight  has  been  a serious  threat  to  pear  trees  for  many  years 
in  nearly  all  areas  of  the  country.  The  Western  States  have  been  able  to 
keep  the  blight  under  control  but  damage  in  the  Eastern  and  Central  States 
has  .been  severe.  Some  of  the  new  treatments,  especially  antibiotics, 
show  prorJ.se  of  controlling  blight . 

Grapes : The  level  of  grape  production  in  the  United  States  increased  about 
a fourth  between  1939  Cind  1951.  Since  1951,  the  trend  apparently 
has  turned  downward . California  continues  to  produce  about  nine^tenths  of 
the  United  States  total  grapes.  All  three  classes  of  California  grapes 
(wine,  table,  and  raisin)  show  about  the  same  trend  pattern  since  1939-- 
an  increase  between  1939  end  1951  end  a moderate  decline  since  I95I. 


Grape  production  in  Waohln^Tton  has  Increased  steadily  for  ncre  th^an  20 
years  cund  is  nov  exceeded  only  hy  California  and  New  York.  The  present 
level  is  nore  than  four  tines  as  large  as  it  was  15  yea,r3.a5o.  This 
upward  trend  will  probably  continue  for  a few  years . Production  in  the 
Great  Lakes  States  varies  widely  fron  year  to  year  fron  the  effects  of 
weather  but  the  trend  has  been  upward  since  1939- 

Cherries ; The  trend  in  production  of  sweet  cherries  was  sharply  upward 
until  19^9  2-nd  has  not  changed  significantly  since.  Little 
change  is  expected  in  the  near  future . 

The  production  potential  for  sour  cherries  has  increased  steadily  in  the 
past  16  years  and  is  now  about  50  percent  higher  than  in  1939 • Actual 
production  has  fluctuated  widely  fron  year  to  year  because  of  dariage  fron 
freezes,  frosts,  and  stoms . The  biggest  crop  to  date  was  in  1951  when 
about  158,000  tons  were  harvested,  including  8,700  tons  which  were  not 
utilized  because  of  low  prices.  In  1952,  1953;,  nnd  195^,  production 
ranged  fron  108,00C  to  132,000  tons  but  in  1955  again  reached  the  150,000- 
ton  nark. 

Production  is  expected  to  trend  moderately  upward  for  several  years  be- 
cause of  extensive  recent  plantings  in  Michigan  and  New  York. 

Plums:  Plums  are  estimated  only  for  California  and  Michigan.  California 
produces  more  than  nine-tenths  of  the  total.  The  production  level 
is  moderately  higher  than  in  1939.  Very  little  change  is  expected  In  the 
near  future . 

Prunes:  Production  has  declined  about  a fourth  since  1939  but  is  expected 
to  change  very  little  in  the  next  few  years.  Sharp  drops  occurred 
in  Washington,  Oregon,  and  C-allfomia.  The  level  in  Idaho  changed  very 
little  but  Idaho  accounts  for  only  about  5 percent  of  the  total  produc- 
tion. Practically  all  of  the  COvllfomia  prunes  are  dried  while  most  of 
the  prunes  in  Washington,  Oregon,  and  Idaho  are  sold  fresh  or  canned. 

Apricots:  The  level  of  apricot  production  has  declined  about  a fourth 

since  1939.  This  decline  is  expected  to  continue  for  some  time 
but  at  a slower  rate.  California  produces  about  nine-tenths  of  the  United 
States  crop.  Fron  a fourth  to  a third  of  the  crop  is  dried--all  in 
California. 

Cranberries ; Cranberry  production  has  trended  upward  since  1939-  This 
trend  probably  will  continue  for  a few  years.  Processing 
is  the  most  important  factor  in  the  increase  of  cranberry  production. 

Prior  to  193^;  processing  was  not  important,  but  this  utilization  has  since 
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expanded  rapidly  and  nov  accounts  for  nore  than  half  of  the  production. 
The  narketin^  season  is  extended  throughout  the  year  hy  the  canned  pack 
of  cranberry  products.  Massachusetts  has  consistently  produced  more  than 
half  of  the  United  States  crop  but  the  proportion  of  production  in 
Massachusetts  is  decreasing  as  Wisconsin,  Washington,  and  Oregon  become 
more  important  producers.  Now  Jersey  holds  at  about  the  same  level. 
Wisconsin  has  more  than  doubled  in  production  since  1939  while  Washington 
and  Oregon  crops  are  about  5 times  as  large  as  in  1939- 
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Fruits  and 

Fi’ee  Nuts : Produo 

tion  and  Per  Capita 

Production,  United 

States,  1939-1951^ 

Total  Citrus  1/ 

Total  Noncitrus  2/ 

Year 

Production  : 

Per  Capita  4/ 

Production  ; 

Per  Capita  4/ 

1,000  tons  : 

Pounds 

1,000  tons  : 

Pounds 

I939 

4,776" 

72 

' 9, "698 

146 

1940 

5,662 

85 

8,628 

129 

1941 

5,521 

83 

9,680 

145 

1942 

6,302 

95 

9,282 

139 

1943 

7,089 

109 

7,971 

122 

1944 

7,233 

111 

9,683 

149 

1945 

7,466 

114 

8,489 

130 

1946 

7,861 

112 

10,531 

150 

1947 

7,792 

108 

9,838 

136 

1948 

6,636 

90 

8,764 

119 

1949 

6,479 

87 

9,761 

130 

1950 

7,538 

99 

8,967 

118 

1951 

7,368 

96 

9,816 

128 

1952 

7,338 

94 

8,962 

115 

1953 

8,220 

io4 

8,636 

109 

1954 

8,053 

100 

8,815 

109 

Total 

Fruits 

Total  Tree 

Nuts  3/ 

Ye  ar 

Production  : 

Per  Co-pita  1+/ 

Production  : 

Per  Capita  4/ 

1,000  tons  : 

Pounds 

1,000  tons  : 

Pounds 

1939 

14,474 

21B 

iw 

2 .2 

1940 

14,290 

213 

130 

1.9 

1941 

15,201 

227 

147 

2.2 

1942 

15,584 

234 

136 

2.0 

1943 

15,060 

231 

158 

2.4 

1944 

16,916 

260 

■;  182 

2.8 

1945 

15,955 

244 

177 

2.7 

1946 

18,392 

262 

165 

2.4 

1947 

17,630 

244 

170 

2 .4 

1948 

15,400 

209 

201 

2.7 

1949 

i6,24o 

217 

204 

2.7 

1950 

16,505 

217 

170 

2 .2 

1951 

17,184 

224 

204 

2.7 

1952 

16,300 

210 

206 

2.6 

1953 

16,856 

213 

209 

2.6 

1954 

16,868 

209 

172 

2.1 

l/~ citrus  fruit  total  includes  oranges,  tangerines,  grapefruit,  lenons,  lines.  The 
season  for  citrus  fruits  heglna  with  the  hloon  of  the  year  shown  and  ends  with 
the  completion  of  harvest  the  following  year. 


2/  Noncitrus  fruit  total  includes  apples  (commercial) peaches,  pears,  grapes,  cher:-' 
ries , plums,  prunes,  apricots,  figs,  olives,  avocados,  cranberries,  strawberries. 
3/  Tree  nut  total  includes  alraonds,  walnuts,  filberts,  pecans. 

¥/  Per  capita  production  based  on  total  population  July  1 for  years  1939-^0 , popula- 
~ tion  eating  out  of  civilian  supplies,  1941-54.  Estimates  from  data  of  Federal 
agencies  with  adjustments  for  under-enumeration. 
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Citrus  Fruits  and  Tree  Nuts:  Froductlon,  by  Kinds,  United  States,  1939-195^ 


0 ranees  . 

year 

(including 
Tangerines ) 

:Crraxjefruit 

Lemons  : 

- 1,000  tons 

Liines 

Total 

citrus 

Total 

fruits 

1939 

2,958 

1,359 

455 

4 

4,776 

14,474 

1940 

3,335 

1,669 

655 

3 

5,662 

14,290 

1941 

3,488 

1,564 

463 

6 

5,521 

15,201 

1942 

3,728 

1,979 

588 

7 

6,302 

15,584 

1943 

4,455 

2,191 

436 

7 

7,089 

15,060 

1944 

4,693 

2,034 

496 

10 

7,233 

16,916 

1945 

4,402 

2,485 

571 

8 

7,466 

15,955 

1946 

4,979 

2,330 

545 

7 

7,861 

18,392 

1947 

4,850 

2,427 

508 

7 

7,792 

17,630 

1948 

4,440 

1,793 

395 

8 

6,636 

6,479 

15,400 

1949 

4,603 

1,417 

449 

10 

16,240 

1950 

5,175 

1,821 

531 

11 

7,538 

16,505 

1951 

5,262 

1,590 

506 

10 

7,368 

17,184 

1952 

5,323 

1,506 

497 

12 

7,338 

16,300 

19:: 

5,670 

1,898 

637 

15 

8,220 

16,856 

1954 

5,833 

1,652 

553 

15 

8,053 

16 , 868 

Year 

Almonds 

; Walnuts 

: Filberts 

- 1,000  tons  - 

Pecans 

: 4 Nuts 

1939 

29 

62 

4 

49 

144 

1940 

15 

51 

3 

61 

130 

1941 

10 

70 

6 

61 

147 

1?42 

32 

61 

4 

39 

136 

1943 

20 

64 

7 

67 

158 

1944 

32 

72 

7 

71 

182 

1945 

32 

71 

5 

69 

177 

1946 

47 

72 

8 

38 

165 

1947 

36 

65 

9 

60 

170 

1948 

36 

71 

6 

38 

201 

1949 

43 

88 

11 

62 

204 

1950 

38 

64 

7 

61 

170 

1951 

43 

77 

7 

77 

204 

1952 

36 

84 

12 

74 

206 

1953 

39 

59 

5 

106 

209 

1954 

43 

75 

9 

45 

172 
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EFonclt-ruf?  5’ruitfir  pivj-ductioTi  "by  Kinds,  United  States,  1939-5^ 


Year 

Apples 

(Com'l) 

: Peaches 

Pears 

: Grapes 

- 1,000  tons 

Cherries  : 

Plims  : 

Pruij.es 

1939 

3,342 

1,541 

721 

2,449 

184 

77 

673 

19if0 

2,674 

1,388 

730 

2,466 

173 

74 

543 

19^+1 

2,933 

1,809 

719 

2,725 

162 

77 

583 

19U2 

3,041 

1,601 

746 

2,396 

197 

76 

542 

19^3 

2,095 

1,026 

593 

2,965 

116 

78 

625 

19i^-4 

2,910 

1,874 

766 

2,696 

196 

96 

507 

19^5 

1,600 

1,902 

799 

2,767 

148 

73 

711 

1946 

2,854 

1,988 

823 

3,137 

223 

106 

688 

L947 

2,709 

1,834 

837 

3,020 

171 

79 

594 

1948 

2,144 

1,455 

6l4 

3,061 

213 

72 

544 

1949 

3,216 

1,660 

835 

2,623 

245 

99 

536 

1950 

2,988 

1,215 

719 

2,688 

239 

84 

418 

1951 

2,656 

1,527 

736 

3,390 

230 

102 

538 

1952 

2,220 

1,501 

758 

3,164 

213 

61 

423 

1953 

2,239 

1,547 

715 

2,700 

224 

92 

455 

1954 

2,628 

1,472 

744 

2,569 

206 

79 

515 

: Strav- 

Year 

Apricots  : 

PiGs 

: Olives 

: Avocados  : Cranberries 

1 , 000  tons  - 

:berries 
: (Com'l) 

: Total 

: lie  nc  it  rue 

1939 

332  ; 

88 

23 

10 

35 

223 

9,698 

1940 

127 

112 

69 

16 

29 

227 

8,628 

1941 

214 

121 

55 

20 

36 

226 

9,680 

1942 

228 

103 

57 

18 

41 

236 

9,262 

1943 

104 

134 

57 

26 

34 

118 

7,971 

1944 

352 

125 

42 

17 

19 

83 

9,683 

1945 

192 

113 

30 

27 

33 

94 

8,489 

1946 

339 

129 

48 

20 

43 

128 

10,531 

19^7 

201 

131 

4o 

21 

40 

161 

9,838 

8,764 

1948 

246 

103 

58 

17 

48 

189 

1949 

197 

94 

35 

21 

42 

158 

9,761 

1950 

215 

85 

42 

28 

49 

197 

8,967 

1951 

183 

103 

64 

34 

46 

207 

9,816 

1952 

177 

99 

57 

32 

40 

212 

8,962 

1953 

243 

83 

28 

32 

60 

218 

8,636 

1954 

155 

89 

52 

50 

51 

205 

8,815 

10 


Fruits;  Production  and  Utilization  of  Sales,  Citrus  and  Noncitrus, 

United  States,  1939'- 195^  _ 


Citrus 

Year 

Production  : 

1,000  tons  : 

Total  Sales  : 
1,000  tons  : 

Fresh  Sales 

1,000  tons  : 

Processed 
1,000  tons 

1939 

4,776 

4,690 

3,609 

1,081 

19i;0 

5,662 

5,566 

4,053 

1,513 

1941 

5;521 

5,462 

4,137 

1,325 

1942 

6,302 

6,245 

4,385 

1,860 

1943 

7;  089 

7,021 

4,997 

2,024 

1944 

7,233 

7,128 

4,929 

2,199 

1945 

7,466 

7,399 

4,610 

2,789 

1946 

7,861 

7,553 

4,956 

2,597 

1947 

7,792 

7,413 

4,297 

3,116 

1948 

6,636 

6,558 

^ 3,796 

2,762 

1949 

6,479 

6,399 

3,333 

3,066 

1950 

7,538 

7,457 

3,769 

3,688 

1951 

7,368 

7,160 

3,820 

3,340 

1952 

7,338 

7,267 

3,874 

3,393 

1953 

8,220 

8,078 

3,745 

4,333 

1954 

8,053 

7,970 

3,849 

4,121 

Noncitrus 

Year 

Production 
1,000  tons 

Total  Sales  : 
1,000  tons  : 

Fresh  ; 
Sales  : 

Canned 

: Dried 

Frozen 

; Other 

; Processinc 

1939 

9,698 

8,791 

4,295 

945 

1,000  tons 

2,255 

24 

1,272 

1940 

8,628 

8,014 

4,080 

874 

1,572 

31 

1,457 

1941 

9,680 

9,050 

4,371 

1,182 

1,192 

1,783 

37 

1,677 

1942 

9,282 

8,568 

4,113 

2,024 

28 

1,211 

1943 

7,971 

7,691 

2,967 

854 

2,576 

88 

1,206 

1944 

9,683 

9,149 

4,111 

1,176 

2,264 

163 

1,435 

1945 

8,489 

8,102 

10,146 

3,500 

983 

1,994 

193 

1,432 

1946 

10,531 

4,226 

1,623 

1,867 

199 

2,231 

1947 

9,838 

9,340 

4,248 

1,370 

2,168 

115 

1,439 

1948 

8,764 

8,401 

3,488 

1,317 

1,652 

152 

1,792 

1949 

9,761 

8,918 

4,080 

1,428 

1,830 

139 

1,441 

1950 

8,967 

8,565 

3,581 

1,515 

1,366 

206 

1,897 

1951 

9,816 

9,233 

3,6i4 

1,645 

1,706 

174 

2,094 

1952 

8,962 

8,641 

3,627 

1,458 

1,768 

181 

1,607 

1953 

8,636 

8,340 

3,478 

1,583 

1,608 

219 

1,452 

1954 

8,815 

8,514 

3,493 

1,691 

1,403 

235 

1,692 

11 
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SEASON-AVERAGE  PRICES,  CLEAN-SEED  BASIS,  RECEIVED  BY  GROV/ERS  1940-55,  DOLLARS  PER  100  POUNDS  ^ 
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U.  S.  DEPT.  OF  AGRICULTURE 
Federal  Extension  Service 
Washington  25^  D.  C. 


ECO  DMISTS'  DIMER  lEETING 


On  Tuesday  evening,  November  29,  there  will  be  an  informal  dinner 
for  the  State  Extension  economists  -and  Federal  _xtension  economists# 

It  will  take  place  at  SikS  p.in,  in  room  6953 o 

Following  the  dinner,  Carroll  Bottom,  Indiana,  will  serve  as  chairman 
at  a short  session  on  the  additional  data  needed  from  the  Crop 
Rerjorting  Service  to  make  Outlook  more  accurate  and  effective.  It 
will  probably  be  over  by  8;00  p.m. 

Here  are  the  directions: 

Get  your  sooner  in  the  regular  cafeteria  line  in  the  5th  wing  cafe- 
teria. 

After  paying  cashier,  keep  to  your  right  around  the  cash  register, 
go  behind  the  food  counters  and  into  the  kitchens;  turn  right  through 
the  kitchen  and  the  6th  wing  cafeteria,  into  the  corridor  to  room  6953 j 
the  executive  dining  room,  which  is  to  your  left. 
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U.  S.  Depto  of  Agriculture 
■^,5,  Federal  Extension  Service  jc 
' Agricultural  Programs 
Washington  25,  D.  C. 


^ '3 


Xtrentds  toward  production  of  eiprdved  varieties 

OF  GRASS  AND  LEGUME  SEED  ^ 

Forage  grasses  and  legumes  as  hay,  pasture  and  silage  comprise  half 
of  the  nation' s food  supoly  and  the  proportion  is  increasing.  From 
about  lU  million  in  19U0,  alfalfa  acreage  has  expanded  to  nearly 
23  million.  Many  factors  contributed  to  this  increased  planting 
but  release  of  improved  varieties,  research  on  alfalfa  seed  production, 
and  a sound  program  to  provide  ample  supplies  of  foundation  stock 
seed  helped  greatly  to  increase  plantings  on  farms  throughout  the 
country. 

After  an  improved  variety  is  tested  and  released,  two  functions  must 
be  performed  before  it  is  of  any  value  to  producers:  first,  an 
adequate  and  dependable  seed  supply  must  be  made  available  and  second, 
the  producer  must  be  made  aware  of  the  advantages  he  can  receive  by 
replacing  the  variety  being  grown  on  his  farm  with  the  improved  variety. 

To  accomplish  the  first  objective,  the  National  Foundation  Seed  Project 
was  organized  in  19U9.-.  The  Foundation  is  guided  by  a l6-man  advisory 
committee  made  up  of  representatives  from  the  sponsoring  agencies.  Its 
membership  is  composed  of  8 representatives  from  the  agricultural 
experiment  stations,  U from  the  USDA,  and  2 each  from  the  International 
Crop  Improvement  Association  and  the  American  Seed  Trade  Association, 

At  the  present  time  there  are  5 varieties  in  the  project  including: 
Atlantic,  Buffalo,  Narragansett,  Vernal,  and  Ranger  alfalfaj  Dollard, 
Kenland  and  Pennscott  red  clover;  Tift  sudangrass;  Climax  lespedeza; 
and  the  5-blend  lines  of  Midl.and  red  clover.  At  the  time  the  project 
began  in  19U9,  the  total  certified  seed  produced  from  these  varieties 
was  1,U77,5U8  pounds  as  compared  to  U6, 310, 000  pounds  in  195U» 

The  following  table  shows  the  annual  production  of  certified  seed  of 
the  srnall-seeded  grasses  and  legumes  19U2-1950,  produced  under  the 
supervision  of  I4.3  State  Crop  Improvement  Associations, 

/more7 


Prepared  for  the  33d  Agricultural  Outlook  Conference 
November  28  - December  1,  1955. 
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Table  - 

Annual  Production  of  Certified  Seed  of  the 
Small-Seeded  Grasses  and  Legui'nes-19U2-1950 

Year 

Legumes 

Grasses 

(pounds) 

(pounds) 

19U2-K- 

3,339,729 

7,809,U3U 

19U3-- 

3,17U,161 

3,6U7,U3U 

19UU- 

3,718,370 

8,037,929 

19U5-- 

8,U70,219 

9,176,720 

19U6--- 

7,8i|0,603 

9,686,U92 

19U7* 

8,691,993 

13,606,937 

19I48-X- 

8,801,339 

13,336,373 

19U9-X- 

12,331,737 

13,22[|,703 

1950 

22,393,313 

29,903,827 

-ri-  Includes  all  classes  of  seed  - Foundation^  Registered,  Certified, 


Informing  producers  of  the  new  and  improved  varieties  of  grasses  and 
legumes,  and  in  demonstrating  their  superiority  over  the  varieties 
currently  used  is  primarily  the  job  of  the  county  and  assistant 

county  agricultural  extension  agents  with  the  assistance  of  the  Soil 
Conservation  Service,  Agricultural  Conservation  Program  Service, 
Agricultural  Research  Service,  Agricultural  Marketing  Service,  and 
the  Forest  Service, 

Though  our  economy  is  burdened  now  by  surpluses  of  certain  commodities, 
forage  feeds  are  not  now,  nor  are  they  likely  to  be,  in  surplus.  More- 
over, in  recent  years  there  have  been  acute  shortages  of  forage.  Trends 
toward  production  of  improved  varieties  of  grasses  and  legumes  has  shown 
a consistent  increase  and  can  do  much  in  the  future  toward  better  soil 
conservation  and  more  efficient  food  production. 


V- 


UNITLI!  STAlif  DEPAHTMENT  OP  AGPICULIoBE 
^ PEDEHAL  EXpNSIOE*  SERVICE  y 
WaskingiosL  25,  D.  0. 


Y 1956  OUTLOOK  COEFEREECE  MATERIALS  FOR  FRUIT,  ''TEGETABLE-. 
AMD  POTATO  UORK  SESSIONS  - 9! 30-12; 30,  DECEMEER  1,  1955 


This  packet  of  materials  was  prepared  hy  different  agencies  of  the  U.  S. 
Department  of  Agriculture  in  charge  of  various  lines  of  work  dealing  with 
marketing  and  distribution  research,  service  and  action  programs. 

It  is  the  hope  that  this  material  will  prove  valuable  to  you  as  "ready  re- 
ference" and  will  supplement  and  compliment  other  Information  you  may  use 
in  carrying  out  your  outlook  program  during  the  coming  year. 

You  will  note  that  information  in  this  packet  is  on  different  colors  of  paper 
in  an  attempt  to  make  it  more  readily  available  to  you.  Information  dealing 
with  the  commodity  group  is  on  white  paper;  fruits  on  yellow;  vegetables  on 
green;  potatoes  on  goldenrpd;  and  information  pertaining  only  to  dry  beans  on 
pink  paper. 

In  addition  to  the  information  contained  in  this  packet,  the  following  re- 
ference materials  should  prove  helpful  to  you  in  your  outlook  work  in  this 
field. 


General 


1.  The  Demand  and  Price  Situation  - This  publication  is  issued  about  the 
24th  of  each  month,  with  an  annual  Outlook  issue  each  fall  and  a reappraisal 
issue  each  spring.  It  reviews  the  factors  that  affect  the  domestic  and  for- 
eign demand  for  farm  products  including  output,  employment,  income  and  related 
factors,  and  commodity  prices.  This  is  followed  by  a brief  review  of  farm 
income  and  discussion  of  general  trends  in  demand,  supply,  and  prices  of  major 
farm  products.  A table,  Economic  Factors  Affecting  Agriculture,  shows  data  on 
above  information  and  related  factors. 

2.  The  I-iarketing  and  Transportation  Situation  - Contains  statistical  tables 
showing  the  U.  S.  average  retail  cost  of  a market  basket  of  farm  foods,  the 
payment  received  by  farmers  for  these  products  in  dollars  and  cents  and  as 

a percentage  of  the  retail  cost,  and  the  spread  between  the  retail  cost  and 
farm  value  or  payment  to  the  farmer.  Similar  data  is  given  for  six  groups 
of  products  and  45  individual  food  products,  and  also  for  a group  of  cotton 
clothing  articles  and  housef urnishings  and  the  principal  tobacco  products. 
Special  articles  concerning  the  marketing  and  transportation  of  farm  products 
are  included  in  each  issue.  Emphasis  is  placed  on  reporting  results  of  re- 
seach  conducted  in  the  Agricultural  Marketing  Service.  Each  fall  the  outlook 
for  marketing  and  transportation  of  farm  products  is  analyzed.  Issues  in  1956 
will  be  released  the  latter  part  of  January,  April,  Jxily  and  October. 
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3.  The  fetlon&l  F'cod  Sitaation  - Contains  statistical  tables  showing  per 
capita  consumption  of  major  foods,  nutrients  available  for  civilian  cons-omp- 
ticr-j  production  of  major  food  commodities,  and  retail  food  prices  and  total 
consumer  prloe  index  n'lrubers.  Reviews  of  supply,  production,  marketing, 
retail  prices,  and  consumption  of  major  foods  are  included.  1956  issues  of 
The  Rational  Rood  Situation  are  scheduled  for  release  on  February  10,  May  2, 
August  2,  and  Rovember  7, 

4.  Consumption  of  Foods  in  the  United  States,  1909-53  - Agricultural  Hand- 
book Ro.  62,  September  1953 

Cold  Storage  S.erort  - Issued  the  15th  cf  each  month,  ■':his  report  gives 
national  and  regional  storage  holdings  of  some  major  commodities  stored  in 
public,  private,  and  semi-priva,te  refrigerated  warehouses.  End-of-month 
storage  stocks  include  fruits  and  vegetables  (fresh,  frozen,  dried,  and 
canned),  juices,  nuts  and  nutmeats,  dairy  products,  eggs  (shell,  frozen, 
and  dried),  poultry,  meats,  and  meat  products.  In  addition  to  current  stor- 
age holdings,  comparative  data  are  given  for  each  commodity  - previous  month, 
previous  year,  and  immediate  5-year  average.  State  holdings  of  apples  and 
pears  are  also  reported  during  the  active  storage  season.  Also  included  are 
tables  showing  the  current  utilization  of  cooler  and  freezer  space  in  public 
general  warehouses,  by  States  and  selected  key  cities,  as  well  as  regional 
occupancy  data  for  private  and  semi-private  warehouses  combined,  meat-packing 
plants,  and  apple  storage  facilities. 

6.  Marketing  Activities  - A monthly  publication  designed  to  keep  trade  pub- 
lications, trade  organizations,  marketing  officials,  marketing  specialists, 
industry,  and  the  general  public  informed  about  current  services  and  regu- 
lations, marketing  research,  and  related  matters.  It  carries  articles  deal- 
ing with  various  phases  of  marketing  - research,  standardization,  inspection, 
grading,  regulatory  activities,  market  repor-^ing,  statistics,  and  marketing- 
agreement  programs.  It  is  issued  about  the  29th  of  each  month. 

7.  Commodity  Situation  Reports  - The  Fruit  and  the  Ve ge table  commodity  sit- 
uation reports  give  a fairly  complete  picture  of  the  supply,  demand,  price, 
and  outlook  for  each  of  the  more  important  farm  products  for  which  adeq_uate 
information  is  available.  This  information  is  provided  as  an  aid  in  planning 
production  and  marketing.  Tables  and  charts  present  current  figures  on  acre- 
age, yield,  production,  market  movement,  stocks,  consumption,  and  prices , 
with  compa,riscns  with  other  sigrdf leant  periods.  From  time  to  time  the  re- 
suli's  of  special  studies  relating  to  the  respective  commodities  are  included. 
Copies  of  these  reports  (Out-Lcok  issue)  are  available  for  you  to  take  with  you 
from  this  session. 

8.  Canned  Foods ^ Report  - U.  S.  Department  of  Commerce,  Bureau  of  Census 

Fruits 


1,  "I'actors  Affecting  Prices  of  Apples”  - B.  E.  Fubols,  Agricultural  Economics 
Research,  Vol.  6,  Ro.  3,  July  1954  - AMS,  USDA 

2.  Cron  Production  - R.  S.  crop  summary  as  of  Rovember  1,  1955  including  Fruit 
Ruts  and  Potatoes  - Rovember  10,  1955,  AMS,  USDA 


3.  Apules  - Production  by  Varieties  - December  21,  1955,  AIIS,  USDA 


3 


277. 


Ve  gotalples 

1.  'The  Demand  and  Price  Strig.cture  for  gelep^-.ed  Vegeta'Glep  - TeohrLital 
Bulletin  No.  1105  - December  19^,  USDA 

2.  Commercial  Veiastahle  for  Fyesh  Market  - Annua.!  Summary  1955  - Issued 
December  1955,  AMS,  USDA,  Washington,  D.  C. 

Potatoes 


1.  Crop  Production  - U.  S.  Summary  as  of  November  1,  1955,  including  Potatoes 
and  Sweet  Potatoes  - AMS,  USDA 

2.  Potato  Stocks  - January  19,  1956  (3:00  p. m. ) 

3.  "Highlights  of  Potato  Marketing"  by  A.  C,  Cook,  Agricultural  Information 
Bulletin  No.  114,  USDA,  October  1953. 

4.  "Price  Supports  and  the  Potato  Industry"  - Roger  W.  Gray,  et  al.  Station 
Bulletin  424,  Agricultural  Experiment  Station,  University  of  Minnesota, 

January  1954. 
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CONTiilBUTIOW  TO  THE  OUTLOOK  FOR  FRUITO.  VEGETABLES  AND  POTATOES  BY 
RESEARCH  ON  UTILIZATION  AND  PROuUCT  DE^/ELOFMENT 


2M? of  Uti.lization  Research; 

To  increase  consur.iption  of  fruity  vegetable  and  potato  products  through  the 
development  of  new  or  improved  food  products  3 by  improvement  cf  quality  and  con- 
venience of  preparation  for  the  cons'omerj  and  through  decreased  costs  of  processing 
and  handliiqge 

Some  New  Developments  of  Res earch  That  Pla:/  Affect  the  Prodnctior^  or  Distri- 
bution Outlook 

Developments  in  the  Departmenuhs  research  program  on  uhe  utilization  of  fruits 
vegetables  and  potatoes  which  rre.y  be  of  direct  interest  to  Outlook  include; 


Time-temperatui’e  tolerance  of  frozen  fruits  and  vegetables 
Fruit  and  vegetable  juice  concentrates  and  powders 
Dehydrofrczen  fruits  and  vegetable  s 
Dehydrated  mashed  potatoes 

Potato  chips  and  frozen  French-fried  potatoes 
Pre-Peeled  Potatoes 
Cucumber  picklir'.g 
Red  grapefruit  juice 

The  tiiTB -temperature-tolerance  work  concerns  quality  deterioration  cf  frozen 
fruits  and  vegetables  that  takes  place  from  the  time  of  packing  tiirough  the  suc- 
cessive stages  of  warehousing,  transportation^  distribution  and  consumer  storage « 
Its  objective  is  two-fo?ud!  l)  to  obtain  the  necessary  facts  on  which  a sound 
schedule  for  the  distribution  of  frozen  foods  can  be  based  without  undue  sacrifice 
of  quality,  and  Z)  to  develop  objective  tests  which  reflect  the  tire  -tamperature 
history  of  a given  products  Results  obtained  thus  far  indicate  that  refrigeration 
facilities  used  in  transporting  frozen  foods  and  in  storage  cabinets  in  mny  in- 
stances may  need  either  modernization  or  improvement  in  operation  in  order  that 
the  quality  cf  frozen  fruits  and  vegetables  will  be  properly  safeg’carded  and  con- 
sumer complaint  avoided.-.  Retention  of  fresh  qualities  in  frozen  foods  through 
proper  handling  will  doubtless  increase  consumption  of  these  foods® 

Fruit  and  vegetable  juice  concentrates,  juice  powders  and  dehydrofrozen  pro- 
ducts offer  cost  advantages  in  packaging,  transportation  and  storage  through  re- 
duction of  weight  and  volume e 


Prepared  for  the  Fruits,  Vegetables  and  Potatoes  Commodity  Sessions  of  the  33rd 
Ann'oal  Agricultural  Outlook  Conference,  Novs  2i  *-  Deco  1,  1955i  "the  Western, 
lastern  and  Southern  Utilizfition  Branches,  ARSo 
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Contin’aed  improveTneiit  of  frozen  orange  juice  concentrate  to  increase  cloud 
stabil-i.ty  (prevsntion  of  settling  of  suspended  solids)  and  to  improve  flavor  is 
expected  to  frr-ther  increase  the  popularioy  of  this  product*. 

Present  trends  in  food  processing  favor  convenience  factors  in  home  and 
restaurant  or  instit’ational  preparati cn*  'The  above-mentioned  products  fit  into 
this  patterns  Dehydrated  masPied  potatoes,  potato  chips,  frozen  French  fries  and 
pattaes,  and  pre-peeled  potatoes  are  other  "convenience"  products®  These  are  gain 
ing  rapidly  in  acceptance  and  their  rate  of  consumption  is  expected  to  increase*' 
Utilization  research  has  made  significant  contributions  to  iiethods  of  processing, 
quality  and  stoi'age  stability  of  such  items  9 

Information  obtained  from  investigations  on  causes  of  softening  and  spoilage 
of  commeroialljr  brined  cucumbers  premises  to  effect  great  savings  to  the  pickle 
industry 0 

Development  of  procevssing  methods  to  improve  color  and  acceptability  of  juice 
from  pink  or  red-meated  grapefruit  should  increase  utilization  of  this  type  of 
fruit,  plantings  and  production  of  vh  ich  are  eoqjanding  rapidly# 


FRUITS 


Tiiae-TeFiperature  Tolerance  of  Frozen  Fruits 

Investigation  of  quality  deterioration  of  frozen  fnaj-ts  from  the  tire  oi 
racking  in  retail  containers  through  warehousing^-  transportation  and  distribu- 
tion has  essentially  been  coinpletedo  Frozen  strawberriesj;  raspberries,  peaches 
and  red  sour-pitted  cherries  have  been  subjected  to  a broad  range  of  tiiFss-tempera- 
ture  conditions  such  as  are  encountered  in  the  channels  of  trade o Further  work 
is  being  done  on  institutional  size  packs o The  information  obtained  should  serve 
as  an  important  guide  for  the  correction  of  malpractices^  where  such  ezist^  in 
warehousing,  transportation,  distribution  and  consumer  storage  and  where  such  re- 
sult j.n  economic  losses  and  customer  compla.into  Resulting  improvers nts  in  quality 
should  increase  cor^umption  of  frozen  fruit  items*. 

Fruit  Jid.ce  Concentrates  and  Powders  and  Fruit  Essences 

Juice  concentrates  have  been  prepared  from  apple-  grape, ' strawberry,  prune, 
cherry,  blackberry  and  other  fruit Se  Frozen  orange,  pineapple,  grape  and  lemcn 
juice  concentrates  are  already  available  commerciallya  Strawberry  juice  concen- 
trate (used  for  remanufacturing  into  jellies)  is  in  commercial  production  in  at 
least  one  plant o Apple  juice  concentrate  has  also  been  produced  successfully « 

Other  fruit  juice  concentrates  may  also  be  in  production  in  minor  or  experimental 
quantities*.  Fruit  juice  concentrates  possess  significant  advantages  over  single- 
strength  products  in  container  and  transportation  costs®  As  developed  by  v‘3cientisi: 
engaged  in' utilization  research,  they  are  full-flavored  due  to  essence  recur ery 
procedures,  are  convenient  for  use,  have  year-rouhd  marketability,  and  may  be  ex- 
pected to  increase  fruit  utilization  in  the  jelly,  beverage  and  flavoring  extract 
industries®  A number  of  fruit  juice  concentrates  will  probably  become  available 
to  the  consumer  in  increasing  quantities  within  the  next  few  years o 

A variety  of  fruit  juice  powders,  including  orange,  apple,  grape,  lemon, 
grapefruit  and  pineapple,  have  been  prepared.  Orange  and  grapefruit  juice  pox^rders 
are  in  commercial  production  for  institutional  use*  Investigations  are  in  pro- 
gress on  fr''uit  pox^ders  to  refine  or  improve  methods  and  eqxiiprnsnt  for  preparation, 
for  "Iccking-in”  the  volatile  flavoring  components,  and  in  some  instances,  of 
Improving  high  temperature  storage  stability*  'Fruit  juice  powders  are  more  costly 
to  produce  than  the  corresponding  concentrates,  but  they  have  a distinct  advantage 
in  requiring  no  refrigeration  and  in  being  stable  xxnder  high  sxjmm.er  temperatxire 
conditions.  The  products  are  convenient  for  use  not  only  as  beverages  but  also 
for  other  products  stich  as  flavorings  for  baked  goods  and  ingredients  of  confection 
ready-mixed  desserts,  ice-creams,  sherbets  and  other  foods*  Economy  in  shipping 
costs  shoxnld  materially  increase  the  potentiality  of  e:q)ort  markets  for  these 
frxiit  products o 

Recovery  of  fruit  essences  in  cormection  with  frxiit  preserving,  canning, 
and  jxiice  manxifactxxre  will  likely  increase  in  response  to  demands  for  full- 
flavored  food  products*. 


Dehydrofreezing 


FRUITS  (Contid) 


Dehydrofrcesing  is  a new  process  which  consists  of  the  partial  drying  of 
a friiit  or  vegetable  followed  by  freezing*  It  combines  the  advantages  of  two 
commonly  used  food  preservation  methods  - dehydration  and  freezing  - and  at  the 
same  time  eliminates  certain  disadvantages  of  each*  Laboratory  and  pilot  plant 
scale  investigations  have  result  ad  in  the  initiation  of  commercial  production 
of  dehydrofro'zen  apple  slices  (fcr  pie  baking)  and  commercial  trials  of  dehydro- 
frozen  apricots  (fa'  preserve  manufacture  and  pie  baking) • Adoption  of  dehydro- 
freezingj  should  enable  substantial  savings  in  transportation  charges  and  in 
container  and  warehousing  costs  since  the  weight  and  volime  of  dehydrofrozen  com- 
modities are  reduced  by  one-half«* 

Stabilization  of  frozen  orange  juice  concentrate 

One  problem  influencing  consumer  acceptance  of  some  frozen  orange  juice 
products  adversely  is  the  rapid  settling  of  the  suspended  solids  (cloud  in- 
stability) X'/hen  reconstitutedo  Means  of  stabilizing  the  concentrate  through 
special  heat  treatment  and  other  process  modifications  during  manufacture,  and 
the  influence  of  seasonal  aid  fruit  varietal  factors  on  juice  quality  are  under 
investigation*  Application  of  the  results  of  this  X'lork  is  anticipated  to  be  of 
considerable  significance  in  further  increasing  the  consumption  of  frozen  orange 
juice  concentrate. 

Red  grapefruit  juice 


VJork  is  in  progress  to  develop  an  improved  and  colcr  stabilized  single- 
strength juice  from  pink  and  red-meated  grapefruit e Pilot  scale  trial  packs 
employing  newly  devised  methods  of  processing  involving  pulp  fcr  tification  are 
being  prepared  for  industrial  evaluation.  This  product  appears  promising  as  a 
means  of  increasing  utilization  of  colored  grapefruit  in  connection  xath  ex- 
panding .production*  Possibilities  of  producing  juice  concentrate  and  pox^der 
from  this  type  of  fruit  are  also  being  investigated. 
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The  ne;7  proceiis  of  dehydrofreezin^  also  has  been  tested  for  vegetables 
appears  commercially  applicable  to  pimientos^  carrots,  peas,  okra,  and  possibly 
aisp  to  green  beans,  lima  beans,  and  celery,  Dehydrofrozen  pimientos  have  been 
processed  comraercially  for  several  years  and  used  tc ^advantage  in  the  manufacture 
of  pimiento  cheese,  Dehydrofrozen  peas  have  been  produced  in  small  lots  for  test- 
ing by  the  Armed  Forces,  for  soup  manufacture,  and  institutional  use.  Experi- 
mental lots  of  carrots  are  being  prepared  this  year  on  a commercial  scale  for  use 
in  soup  manufacture. 

Adoption  of  dehydrofreezing,  especially  by  V/estern  processors  serving 
Midwestern  or  Eastern  consumers,  will  enable  substantial  savings  in  containers, 
transportation  charges,  and  warehousing  cost  since  the  weight  and  volume  off  de- 
hydrofrozen commodities  are  reduced  by  one-half  or  more.  These  savings  more 
than  offset  the  increased  cost  of  processing  over  freezing  alone.  Outlets  for 
idehydrofrozen  vegetables  Till  likely  be  limited  to  remanufacture,  such  as  for 
canned  soups,  and  to  institutional  usee 

% 

Development  of  new,  continuous  equipment,  especially  suited  f or  the  de- 
hydration step  in  dehydrofreezing,  promises  to  have  wide  application  not  only 
for  the  dehydrofreezing  process  alone  but  also  for  increased  efficiency  in  the 
first  stages  of  complete  dehydration  of  some  vegetables  where  trays  are  now 
commonly  usedo 

Tomato  Juice  Concentrate  and  Powder 

Tomato  juice  contains  nearly  20  pounds  of  water  for  every  pound  of  food 
substance.  This  imposes  a severe  cost  handicap  in  the  marketing  of  tomato  juice 
solids.  Tomato  juice  concentrate  has  been  successfully  developed  on  a pilot 
plant  scale  and  commercially  prepared  products  are  being  test  marketed.  More 
general  commercial  availability  of  tomato  juice  concentrate  may  be  expected® 

Production  of  tomato  juice  powder  on  a pilot  commercial  scale  has  been 
undertaken  this  year  in  one  p^nt  using  a continuous  vaccum  drying  procedure 
recently  developed  by  utilization  research  scientists.  Such  a product  retains 
the  original  red  color  of  tomatoes,  is  very  stable  on  storage  and  is  readily 
reconstituted  to  a single-strength  juice  of  excellent  flavor.  The  newly  developed 
tomato  juice  powder  is  expected  to  have  a variety  of  military  and  civilian  uses 
such  as  for  consumption  as  juice j as  an  ingredient  of  dehydrated  soup  mixes,  sauces, 
aspics  and  similar  products j and  as  a substitute  for  tomato  paste  particularly 
; under  'conditions  of  high  temperature  storage 

j Time -Temperature  Tolerance  of  Frozen  Vegetables 

Investigation  of  quality  deterioration  of  frozen  vegetables  from  the  time 
of  packing  in  retail  containers  through  T>rarehousing,  transportation  and  distri- 
bution is  in  progress.  Work  on  and  green  beans  is  nearing  completion 
v/hile  that  on  spinach  and  cauliflower  is  in  the  initial  stages.  These  commodi- 
ties have  been  or  are  being  subjectedto-  a broad  range  of*  time-temperature 


conditions  such  as  are  encountered  in  the  channels  of  trade.  The  iirTonnation  ob- 
tained sho-ijild  serve  as  an  important  guide  for  the  adoption  of  improved  practices 
in  warehousing^^  transportation^  distribution;,  and  consumer  storage  which  now 
result  in  economic  losses  and  customer  complaint » Resulting  imprcvements  in 
quality  should  increase  consuruption  of  frozen  vegetable  items 4- 

Cucinnber  Pickling 

Softening  and  "bloater"  (hollow  stock)  spoilage  in  commercially  brined 
cucuTTibers  cause  serious  losses  to  the  pickle  industry,  estimated  ae  high  as 
million  annuallyo  Investigations  of  these  problems  have  resulted  in  the 
development  of  preventive  methods  in  processing.  Commercial-scale  trials  of 
these  methods  have  proven  very  promising  and  spoilage  losses  in  pickle  manu- 
facture are  expected  to  be  greatly  reduced* 
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POTATOES 


New  potato  products  such  as  dried  niashed  potatoes^  frozen  French-fries 
and  patties,  which  are  easy  to  serve,  uniform  in  quality  and  have  long  shelf 
life,  and  ^vhich  are  available  to  the  consumer  at  all  times  fit  in  excellently 
with  the  grotrlng  trend  in  processing  toward  providing  greater  service  to  the 
consumer  in  food  preparationc  Such  products  should  increase  potato  utilization 
or  at  least  halt  the  long-time  declining  rate  of  per-capita  consumption  of 
potatoese  Increased  processing  of  potatoes  into  stable  products  should  also 
tend  toward  stabilizing  prices  xhich  now  fluctuate  wildly  in  response  to 
seasonal  variationsin  production. 

Dried  Mashed  Potatoes  (Potato  Granules) 

Improvements  in  processing  techniques,  development  of  new  drying  equipment, 
establishment  of  better  quality  control  methods  and  packaging  conditions 
essential  to  product  stability  have  given  substantial  impetus  to  the  commercial 
production  of  potato  granules.  Products  of  good  quality  are  now  available  on  the 
retail  market,  and  consumer  demand  appears  to  be  increasing  rapidly. 

Potato  flakes  is  a new  dried  mashed  potato  product  in  course  of  developments 
It  employs  a process  different  from  that  used  for  making  potato  granules  and  has 
different  packaging  characteristics.  This  product  has  not  yet  been  tried  on  a 
commercial  scale  but  is  promising  and  has  aroused  considerable  interest o The 
housewife  needs  only  to  mix  hot  water  or  milk  with  a measured  qtiantity  vjf  either 
granules  or  flakes,  whip  for  a few  seconds  and  mashed  potatoes  are  ready  fcr 
serving « 

Potato  Chips  and  Frozen  French-Fried  Potatoes 

Production  of  these  items  has  sho-wn  a steady  increase  in  recent  years c 
Frozen  French  fries  - a compe',  atively  recent  development  - are  considered  to 
have  a great  potential  for  future  expansion..  Existing  plants  are  rapidly  in- 
creasing their  producing  capacity,  and  construction  of  new  plants  is  contemplated o 

One  contribution  of  research,  X’jhich  may  affect  the  outlook  for  these  products 
in  the  next  few  years,  concerns  investigation  of  factors  influencing  the  quality 
of  raw  potatoes  that  are  used.  Results  of  research  now  in  progress  are  expected 
to  aid  in  defining  best  cultural  conditions,  varieties  and  handling  and  condition- 
ing practices  for  raw  potatoes  to  insure  high  and  uniform  quality  of  finished 
producto  Results  of  such  research  may  also  be  expected  to  aid  in  the  location 
of  plant  sites  in  vicinities  where  the  most  suitable  raw  materials  are  produced 
thus  effecting  economies  in  transportation  of  raw  material  and  other  factorso 
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Pre-Peeled  Potatoes 

Pre-peeled  potatoes  appear  to  be  coming  into  more  widespread  nse  "by  restatirants,, 
drive-ins,  hotels,  amuseitent  parks,  hospitals  and  other  institutions.  Eventually, 
a sizable  retail  market  may  also  be  developed  as  certain  technological  problems 
associated  vjith  packaging  and  shelf  life  are  solved c Information  obtained  through 
investigations  of  methods  of  peeling,  handling,  and  refrigeration  have  been  of 
significant  help  to  processors  engaged  in  pre-peeling«  This  knowledge  is  expected 
to  be  an  important  factor  in  assisting  the  industry  in  its  trend  toward  expansion, 

SxTOet  Potato  Processing 

Processing  has  recently  assumed  an  increasingly  important  role  in  providing 
outlets  for  a significant  part  of  the  sweet  potato  crop  not  desired  for  the  fresh 
trades  Canned  sweet  potatoes  are  rapidly  gaining  in  popularity  as  an  attractive, 
nutritious,  easy-to-prepare  food  demanded  by  the  modern  housewife  and  institutional 
meal  planner q The  canned  product  not  only  gives  the  sweet  potato  grower  a de- 
pendable market  for  a portion  of  his  crop  at  t he  time  of  harvest  but  also  minimizes 
the  normally  hea.vy  losses  encountered  in  the  storage,  handling  and  marketing  of 
the  fresh  product*  Investigations  on  varietal  suitability,  conditions  of  storage 
for  the  raw  material,  and  processing  technology  in  relation  to  quality  arid  ac- 
ceptability of  sweet  potato  products  have  made,  important  contributions  to  the 
industry*  The  trend  toward  increased  processing  of  sweet  potatoes  is  expected 
to  continue* 
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y Federal  Marketing  Agreement  and  Order  Programs 
^ for  Fruits  ^nd  Vegetables  ^ 


Federal  marketing  agreement  and  order  programs  reg'ulate  the  handling  of 
agricultural  commodities  in  interstate  or  foreign  commerce.  They  may  also 
cover  intrastate  movement  which  burdnes;,  obstructs^  or  affects  interstate 
commerce.  These  programs  are  based  upon  the  Agricultural  Marketing  Agree- 
ment Act  of  1937 > as  amended.  They  reach  back  legislatively  beyond  1937 ^ 
however^  to  the  Agricultural  Adjustment  Act  of  1933  j and  their  legislative 
genesis  can  be  traced  farther  back  to  the  post  World  War  and  even  pre- 
war;, cooperative  efforts  of  farmers  to  improve  the  quality  of  the  com- 
modities marketed  and  to  balance  shipments  to  the  market  demand.  In  many 
respects  the  marketing  agreement  and  order  programs  are  extensions  of  the 
cooperative  marketing  principle. 

Objective. 

Basically^  the  objective  of  a marketing  agreement  and  order  program  is 
to  increase  returns  to  producers . The  Congress  provided^  however^  that 
the  interests  of  consumers  were  to  be  protected  also.  The  original  pro- 
visions of  the  Act  stated  that  it  was  the  declared  policy  of  Congress  to: 

(1)  establish  and  maintain  such  orderly  marketing  conditions  of  agri- 
cxiltural  commodities  as  will  return  parity  prices  to  farmers^  and  (2) 
protect  the  interest  of  consumers  by  approaching  the  parity  level  gradually 
and  by  taking  no  action  for  the  purpose  of  maintaining  prices  above 
parity.  Subsequently this  policy  was  enlarged  to  authorize^  for  specified 
commodities the  establishment  of:  (l)  such  minimum  standards  of  quality 
and  maturity  and  such  grading  and  inspection  requirements  "as  will  be 
in  the  public  interest"  and  (2)  such  orderly  marketing  conditions  as 
will  provide^  "in  the  interests  of  producers  and  consmers/'  an  orderly 
flow  of  supplies  to  market  during  the  normal  marketing  season  "to  avoid 
unreasonable  fluctiaations  in  supplies  and  prices  " 

differences  ia  Marketing  Agreements  and  Orders 

Marketing  agreements  and  orders  generally  are  spoken  of  synonymously 
since  there  have  been  no  recent  agreements  entered  into  without  a sup- 
plementary order.  When  both  a marketing  agreement  and  an  order  are  used^ 
the  effective  terms  of  the  two  instruments  are  identical.  There  are  basic 
differences,  however.  A marketing  agreement  is  what  the  name  implies  -- 
an  agreement  between  the  Secretary  of  Agriculture  and  the  handlers  of  a 
particular  agricultural  commodity.  Such  an  agreement  is  voluntary  and 
compliance  with  its  terms  is  mandatory  only  upon  the  handlers  who  signs  it. 
Hence,  a marketing  agreement  alone  seldom  wcvild  be  effective  in  achieving 
the  purposes  of  the  Act  since  there  are  always  some  handlers  who  fail  to 

...  
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A marketing  order  may  be  issued  only  for  commodities  specified  in  the  Act, 
vhereas  a marketing  agreement  may  cover  any  agricultural  commodity.  Market- 
ing orders  may  be  issued  for  any  fresh  fruit  or  vegetable,  including  fil- 
berts, almonds,  pecans,  and  walnuts,  except  apples  grown  outside  the  States 
of  Washington,  Oregon,  Idaho.  Of  the  commodities  for  canning  and  freezing, 
only  olives,  grapefruit,  and  asparagiis  may  be  covered  by  a marketing  order. 
The  provisions  which  may  be  included  in  a marketing  order  are  limited  by 
the  provisions  of  the  Act  but  a marketing  agreement  may  enbody  any  pro- 
vision so  long  as  it  will  tend  to  accomplish  the  declared  policy  of  the  Act. 

A marketing  order  may  be  issued  for  a commodity  only  if  the  Secretary  of 
Agriculture  determines  that  at  least  two-thirds  of  the  producers  in  an 
area,  by  number  or  volume  of  production  approve  such  action.  Usually  a 
referendum  among  producers  in  the  area  is  conducted  to  aid  the  Secretary 
in  making  this  determination.  In  addition,  handlers  of  at  least  50  per- 
cent of  the  volume  of  the  ccmmodity  concerned  (80  percent  in  the  case  of 
California  citrus  fruits)  must  have  signed  a marketing  agreement  before 
the  marketing  orcer  is  issued,  or  the  Secretary  of  Agriculture  must  find 
that  the  refusal  or  failure  of  the  requisite  number  of  handlers  to  sign 
the  agreement  "tends  to  prevent  the  effectuation  of  the  declared  policy" 
of  the  Act  and  that  the  issuance  of  the  order  is  the  "only  practical  means 
of  advancing  the  interets  of  producers"  pursuant  to  sucn  policy.  In  the 
case  of  grapefruit  for  canning,  however,  an  order  cannot  be  issued  without 
a marketing  agreement. 


Nature  and  Scope 


The  Agricultural  Marketing  Agreement  Act  does  not  impose  any  control  over 
the  marketing  of  any  agricultural  commodity,  it  merely  provides  the  authority 
under  which  regulation  may  be  undertaken  and  establishes  tiie  types  of 
controls  that  may  be  imposed  under  an  order  The  controls  that  are  per- 
mitted under  marketing  orders  for  fruits  and  vegetables  generally  fall 
within  two  categories  --  quality  and  volume  restrictions.  Regulation  of 
quality  relates  to  limitations  prescribing  the  grade,  size  quality,  or 
maturity  of  the  commodity  which  may  be  shipped  during  a specified  period. 

Such  regulations  are  designed,  primarily,  to  place  a better  product  on  the 
market  throu^  prohibiting  the  shipment  of  the  less  desirable  grades  and 
sizes . 

Volume  regulations  may  take  one  of  several  forms.  One  method  of  volume 
control  is  the  regulation  of  the  flow  of  shipments  to  market,  under  which 
shipments  of  the  commodity  during  a given  period  are  limited  to  a prescribed 
quantity.  This  type  of  regulation  is  concerned  with  tailoring  the  supply 
to  the  demand  so  as  to  prevent  periodic  gluts  and  scarcities  in  the  market 
There  may  or  may  not  be  an  accompanying ’reduction  in  the  total  quantity 
marketed  during  the  season. 

This  method  of  volume  reguilation  may  require  diversion  of  a specified 
percentage  of  the  production  of  the  commodity  to  prescribed  outlets  or  may 
establish  a reserve  pool  of  the  commodity  with  the  proceeds  from  sales 
from  the  reserve  pool  being  distributed  equitably  to  those  who  contribute 
to  it. 


In  addition^  marketing  orders  for  fruits  and  vegetables  may  provide  for 
container  regulation,  marketing  research  and  development  projects,  post- 
ing of  selling  prices,  and  prohibition  of  unfair  methods  of  ccmpetition 
and  unfair  trade  practices . 


Administration 


Marketing  agreement  and  order  programs  for  fruits  and  vegetables  are  ad- 
ministered locally  by  committees  established  in  accordance  vith  the 
provisions  of  the  paiticiiLar  program.  Such  committees  vary  from  program 
to  program  according  to  the  institutional  chatacteristics  of  the  industry 
concerned.  In  seme  instances  the  committees  are  composed  of  both  growers 
and  handlers  members  while  in  others  all  members  are  growers;  or  there 
may  be  two  committees  --  one  of  growers  and  the  other  handlers.  Generally, 
where  there  are  two  committees,  the  grower  c®mmittee  administers  the 
order  and  the  handler  committee  acts  in  an  advisory  capacity.  Each  pro- 
gram provides  the  method  of  selecting  the  committee  members  and  sets  fcabh 
the  powers  and  duties  of  the  Oemmittees . 

Regulation 

Ordinarily,  marketing  agreement  programs  for  fruits  and  vegetables  do  not 
automatically  regulate  the  commodity  concerned.  Instead,  regulations, 
as  authorized  by  the  program,  are  made  effective  at  and  for  such  time  as 
needed.  The  administrative  committee,  established  under  the  program,  is 
responsible  for  recommending  to  the  Secretary  of  Agriculture  appropriate 
regulations.  The  provisions  of  the  program  require  the  conmittee  to  con- 
sider specified  crop  and  market  infoimation  in  arriving  at  its  recommenda- 
tions and  the  supporting  infomation  is  required  to  accompany  the  recom- 
mendation when  it  is  submitted  to  the  Secretary.  When  such  a recommendation 
is  received,  the  supporting  information  and  other  available  data  are 
analyzed  and,  if  the  recommendation  is  approved,  an  appropriate  order  is 
issued. 

Expenses 


The  cost  of  the  local  administration  of  marketing  agreement  programs  is 
tome  by  the  industry  concerned  in  accordance  with  the  requirements  of 
the  Act.  The  expenses  which  the  administrative  committee  may  incur,  to- 
gether with  the  rate  of  assessment  to  be  levied  on  shipments  are  fixed  by 
the  Secretary  on  the  basis  ef  the  recommendations  and  information  sub- 
mitted by  the  committee.  Any  funds  collected  in  excess  of  the  actual 
expenses  are  returned  on  a prorata  basis  or  credited  on  a prorata  basis 
to  the  account  of,,  the  handlers  from  whom  the  money  was  colleC'ted. 

Pevelopnent  and  Issuance 


Before  a marketing  agreement  and  order  program  can  be  considered  by  the 
Secretary  the  members  of  a major  portion  ^f  the  producers  and  handlers 
must  get  together  and  reach  a general  understanding  as  to  the  provisions 
of  the  proposed  program.  When  such  an  under's  tending  has  been  reached,  a 
request  for  a public  hearing  signed  by  members  or  organizations  represent- 
int  a majority  of  the  prodi;cers  ajad.  hand-lers,  together  with  a copy  of  the 
proposal,  must  be  submitted  to  the  Sec,retary.  Except  in  cases  of  emergency. 


notion  o.f  the  public  hearing  concemihg  the  proposed  program  must  he  pub- 
lished in  the  Federal  Register  at  least  15  days  prior  to  the  date  set  for 
the  hearing.  Copies  of  the  notice  of  hearing  are  mailed  to  all  known 
growers  and  handlers. 

The  hearing  is  held  at  one  or  more  places  within  the  area  to  be  covered  by 
the  program;,  and  all  intei’ested  persons  are  given  an  opportunity  to  present 
londer  cath^  their  views  concerning  the  proposed  program  Since  the  details 
of  any  order  issued  must  be  supported  by  substantial  and  reliable  evidence^ 
it  is  extremely  important  to  get  complete  discussion  of  all  provisions  of 
the  program  at  the  hearing. 

From  the  record  of  the  hearing  and  any  briefs  filed  during  the  period 
allowed  for  the  filing  of  such  briefs , the  Administrator  of  Agricultural 
Marketing  Service  prepares  and  files  a recommended  decision.  This  decision 
outlines  the  issues  developed  at  the  hearing^  tells  how  the  issues  were  "re- 
solved^ and  contains  the  terms  of  the  proposed  marketing  agreement  and  order. 
The  recommended  decision  is  published  in  the  Federal  Register  and  a period 
of  time  allowed  for  the  filing  of  exceptions  to  the  program. 

When  the  period  for  filing  exceptions  has  expired  the  Secretary  prepares 
and  publishes,  in  the  Federal  Register,  his  decision  with  respect  to  the 
terms  and  provisions  of  the  marketing  agreement  and  order.  The  marketing 
agreement  is  then  submitted  to  handlers  for  signature;  and  generally  a 
referendum  of  growers  conducted  to  determine  whether  issuance  of  an  order 
is  favored  by  growers . If  the  requisite  conditions  are  met  with  regard  to 
signature  of  the  agreement  by  handlers  and  approval  of  the  order  by  growers, 
the  Secretary  may  then  issue  an  order  making  the  terms  of  the  program  manda- 
tory upon  all  handlers  in  the  area . 

(For  additional  details  concerning  the  procedures  in  connection  with  the 
development  of  market  agreement  and  order  programs,  see  pages  6-10  hereof.) 

Effect  of  Program  on  Imports 


A marketing  agreement  program  for  a domestic  commodity  dees  not  regulate 
imports  of  that  commodity  directly,  but  since  195^  an  amendment  to  the 
Agricultural  Marketing  Agreement  Act  has  required  that  whenever  specified 
domestically  produced  commodities  are  regulated  by  grade,  size,  quality, 
or  maturity  pursixant  to  the  Act,  the  same  or  equivalent  restrictions  must 
be  place  upon  imports  of  such  commodities.  These  specified  cemmodities 
are:  tomatces,  avocados,  limes,  grapefruit,  green  peppers,  Irish  potatoes, 
cucumbers,  eggplant  and  mangos.  This  is  accomplished  through  regulation 
orders  issued  under  the  General  Import  Regulations.  Such  orders  are 
currently  effective  on  avocados,  grapefruit,  limes,  and  potatoes. 

Programs  Currently  in  Effect 


At  present  programs  are  in  effect  upon  the  following  cemmodities: 

Fresh  Fruits : California -Arizona  grapefruit,  Calif ornia-Arizona 
lemons,  Florida  limes:  Florida  oranges,  grapefruit,  and  tangerines; 
Calif  ornia-Arizona  Navel  oranges,  Califomia-Arizona  Valencia  oranges-^ 
Florida  avocados;  California  Tokay  grapes;  Colorado  peaches;  Utah 


peached,  Georgia  peaches ; California  Bartlett  pears , plums  and 
Elherta  peaches.  Oregon-Washington-California  Winter  pears 

Dried  Fruits  and  Nuts : California  prunes,  California  raisins, 
California  almonds;  Oregon -Washington  Filberts,,  Ge or gia -Alabama - 
Florida -Mississippi-South  Carolina  pecans;  Calif ornia- Oregon - 
Washington  walnuts,;  California  dates;  California  figs. 

Potatoes : Colorado;  Idaho  and  Oregon,  Maine,  Massachusetts - 
Rhode  Island-Comecticut-New  Hampshire -Vermont;  Ore  gon- Calif  ornia , 
Eastern  South  Dakota;  Southeastern  States;  Washington. 

Vegetables : Colorado  peas  and  cauliflower  Florida  tomaiaoes  . 
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Procedural  Steps  in  the  Development  a Marketing  Agreement 
and  Order  for  Fruits  and  Vegetahles 


The  prece dural  steps  usually  followed  in  the  development  cf  lylarketing 

Agreement  and  Order  are  as  follows ; 

A.  Preliminary: 

(]. ) Educational  program:  Meetings  of  producers  and  handlers 

of  the  commodity  in  the  area  to  he  covered  by  any  proposed 
marketing  agreement  and  order  are  not  only  desirable^  they 
are  practically  indispensable  to  the  success  of  formal 
steps  that  may  be  taken  in  the  development  of  the  program. 

(2)  Request  for  hearing:  When  producers  and  handlers  of  a 
ccmmodity  have  determined  that  a marketing  agreement  and 
program  order  is  a desirable  means  of  improving  marketing 
conditions^  and  when  they  have  agreed  generally  upon  a 
specific  fom  of  marketing  agreement  and  order;,  requests 
for  a hearing  on  their  projosal  may  be  submitted  to  the 
Secretary  of  Agriculture.  A request  for  a hearing  by  the 
commodity  group  is  essential  if  hearings  are  to  be  held  and 
the  proposed  program  is  to  be  authorized. 

B Formal  Procedures; 


Notice  of  hearing 

2) 

The  hearing 

(3) 

Recommended  decision 

Secretary's  decision 

(5) 

Referendum  among  producers 

6) 

Signing  of  Marketing  Agreement  and  Issuance 

of  Order 

b) 

Nomination  of  committee  by  industry  and  selection  of  committee 

(8) 

members  by  the  Secretary  of  Agriculture 
Organization  of  committee  and  operations  as 

a 'going  concern' 

The  following  is  a discussion  of  the  step-by-step  formal  procedures: 

(1)  Notice  of  hearing:  Upon  request  for  hearing  from  a ccm- 
modity group  such  as  potato  producers  in  a specified  state 
or  area;,  the  Fruit  and  Vegetable  Division;  Agricult\iral 
Marketing  Service ^ prepares  a docket  containing: 

(a)  Official  notice  of  where  and  when  the  hearing 
is  to  be  held;,  and 

(b)  The  proposed  marketing  agreement  and  order  on 
which  the  hearing  is  to  be  held. 

At  least  15  days'  notice  of  hearing  is  required  after  this  d.ocket  3r> 
published  in  the  Federal  Register. 
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(2)  The  hearing: 

The  hearing  is  held  in  the  producing  area  at  some  point  or 
points  convenient  for  producers  and  lhandlers  to  attend  All 
interested  persons  are  invited  to  participate  hy  offering 
testimony  under  oa'th  with  respect  to  the  handling  of  their  com- 
modity and.  particulary  with  respect  to  the  necessity  for  an 
economic  desirability  of  each  specific  provision  of  the  proposed 
marketing  agreement  and  order.  Cross  questioning  of  each  witness 
is  authorized.  Each  and  every  interested  person  is  given  an 
opportunity  to  be  heard.  A record  is  made  of  the  testimony 
offered  on  the  proposed  program.  The  record  of  hearing  is  for- 
warded to  the  U.  S.  Department  of  Agriculture,  Washington,  D.  C. 
It  is  open  for  inspection  there  by  any  interested  party.  Any 
person  who  wished  to  do  so  may  obtain  a copy  of  the  record  frcm 
the  reporter  provided  he  makes  prior  arrangements  with  the  re- 
porter and  pays  the  required  fee  for  the  copy. 

(3)  Recommended  decision:  As  soon  as  practicable  following  the  close 
of  the  hearing,  the  Deputy  Administrator  for  Marketing  Services, 
Agricultural  Marketing  Service,  develops  a recommended  decision 
with  respect  to  the  proposed  marketing  agreement  and  program, 
which  decision  is  based  upon  the  evidence  in  the  record  of  hear- 
ing . The  recommended  decision  contains  the  following: 

(a)  Preliminary  statement.  This  is  a summary  description  of 
proceedings  to  date,  and  a statement  of  the  material  issues 
at  the  hearing. 

(b)  Findings  and  conclusions.  The  findings  and  conclusions 
with  respect  to  the  material  issues  raised  at  the  hearing 
are  based  upon  the  evidence  introduced  at  the  hearing. 

(c)  A proposed  marketing  agreement  and  order  which  are 
determined  to  be  the  appropriate  means  for  carrying  out 
the  findings  and  conclusions . 

(d)  Notice  to  all  interested  parties  with  respect  to  filing 
of  exceptions  to  the  recommended  decision  within  a 
specified  time  limit. 

(Note:  The  recommended  decision  is  published  in  the 
Federal  Register  of  the  United  States . ) 

(M  Secretary's  decision.  After  exceptions  ha,ve  been  considered, 
the  Secretary  renders  a decision  based  upon  the  record.  This 
includes : 

(a)  A statement  of  his  findings  and  conclusions  upon  all  the 
material  issues  at  the  hearing. 


(b)  A rioling  upon  each  exception  to  the  recommended  decision 
filed  by  interested  persons . 


- 8 - 


(c)  A proposed  marketing  agreement  and  order  which  are 
determined  to  he  the  appropriate  means  for  carrying 
out  the  Secretary’s  findings  and  conclusions. 

(Note;  The  Secretary’s  decision  usually  adopts  the 
substance  of  the  recommended  decision^  and  this  de- 
cision is  published  in  the  Federal  Register. ) 

(5)  Referendum  order:  At  the  same  time  that  the  Secretary  renders  a 
decision  which  determines  that  a marketing  agreement  and  order 
are  the  appropriate  means  for  carrying  out  his  findings  and  con- 
clusions ^ he  may  also  issue  an  order  directing  that  a referendum 
shall  be  held  among  producers  of  the  commodity  in  the  area  to  be 
covered  by  the  proposed  order  in  order  to  determine  if  they  favor 
the  issuance  of  an  order  which  shall  have  the  same  terms  as  the 
marketing  agreement.  The  Secretary  must  determine^  before  issuing 
the  order,  that  two-thirds  of  the  producers,  by  number  or  volume 
of  production,  favor  the  issuance  of  the  order.  Usually  the 
referendum  is  employed  to  aid  him  in  this  determination.  t-Then 
the  referendum  approach  is  followed,  the  referendum  order  pro- 
vides for: 

(a)  Designation  of  an  agent  to  conduct  the  referendum,  and 

(b)  instructions  to  the  referendum  agent.  The  agent  is 
instructed  to 

(i)  conduct  the  referendum, 

(ii)  determine  the  time  of  commencement,  duration, 
and  termination  of  the  referendum; 

(iii)  determine  the  necessary  number  of  polling  places; 

(iv)  arrange  for  balloting  of  producers; 

(v)  designate  any  employees  of  the  Department  of 
Agriculture  or  any  other  person  to  assist  him 
in  conducting  the  referendum  and  direct  these 
persons  to  perform  certain  functions,  such  as, 
acting  as  polling  officers; 

obtaining  the  name  and  address  of  each  person  voting; 
distributing  ballots  to  any  persons  asking  for  ballots, 
giving  public  notice  of  the  referendum,  and 
reporting  on  the  number  of  ballots  cast  at  each 
polling  place ; and 

(vi)  report  on  the  results  of  the  referendum. 

(6)  Signing  of  Marketing  Agreement  and  Issuance  of  Order;  If  it 

is  determined  that  two  thirds  or  more  of  the  producers  by  number 
or  by  volume  of  production  favor  the  issuance  of  an  order,  the 
Secretary  can  issue  such  order.  Provided,  That: 

(a)  Handlers  who  handle  not  less  than  fifty  percent  of  the 
commodity  covered  by  the  order  have  signed  a marketing 
agreement. 
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(b)  If  handlers  who  handle  not  less  than  fifty  percent  of 
the  commodity  covered  by  the  order  refuse  or  fail  to 
sign  a marketing  agreement,  then  the  Secretary  may  issue 
the  order  provided  that  he  finds  that  the  issuance  of 
the  order  is  the  only  feasible  method  of  effectuating 
the  declared  ptirposes  of  the  Act.  Under  normal  cir- 
cumstances, a period  of  30  days  must  elapse  between  the 
date  of  issuance  of  an  order  and  the  effective  date  of 
any  re gula t ions. 

When  a marketing  order  has  been  issued_  the  industry  has  the 
enabling  authority  under  which  the  program  can  be  operated. 

The  administrative  committee  may  then  be  selected,  and  pur- 
suant to  its  recommendations  marketing  restrictions  may  be 
issued  by  the  Secretary.  The  committee  also  may  consider  and 
adopt  a budget  and  recommend  that  this  budget,  with  a rate  of 
assessment,  be  approved  by  the  Secretary.  The  committee  also 
may  recommend  the  adoption  and  approval  of  any  other  necessary 
administrative  niles  permitted  by  the  order. 

Persons  interested  in  obtaining  marketing  agreements  and  orders 
should  note  that  the  time  required  for  development  of  a market- 
ing agreement  and  order  requires  several  months.  In  addition 
to  the  time  required  for  preliminary  development  through  meetings 
of  producers,  and  .other  interested  persons,  prior  to  the  hear- 
ing, a minimum  of  six  months  should  be  allowed  for  the  various 
steps  from  the  opening  of  the  hearing  until  the  completion  of 
the  referendum  and  the  signing  of  a marketing  agreement  and  the 
issuance  of  an  order  upon  the  basis  of  a favorable  referendum. 

(7)  Nomination  of  committee  members  and 'selection  of  the  coiumittee 
by  the  Secretary  of  Agriculture. 

The  administrative  committee  should  be  set  up  after  the  mar- 
keting agreement  and  order  are  put  into  effect.  The  first 
problem  for  the  industry  is  to  make  known  their  choices  for 
committee  members.  This  is  done  in  various  ways,  frequently 
through  nomination  meetings  or  in  whatever  way  the  industry 
wishes . 

Nominations  are  sent  to  the  Secretary  who  selects  the  committee 
members  and  alternates. 

(8)  The  committee  should  organize  as  a 'going  concern'.  Its 
first  jobs  usually  are  about  as  follows: 

(a)  Election  of  a chairman  and  other  officers. 

(b)  Locating  headquarters  and  providing  office  space. 

(c)  Selection  of  a nanage'r,  other  office  help,  and  arranging 
for  furniture  and  Other  equipment. 
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(d)  Financing  operations-  Frequently  it  is  necessary 
for  handlers  to  advance  funds  ^ er  loans  must  "be 
obtained  until  revenue  comes  in  fron  assessments 
on  shipments . 

(e)  Arrangement  for  cooperation  with  other  agencies^ 
such  as  the  Friiit  and  Vegetable  Inspection  Service . 

(f)  Consideration  of  marketing  policy  with  recommenda- 
tions to  the  Secretary  and  public  announcements  of 
recommendations  and  decisions. 


UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
• AGRICULTURAL  RESEARCH  SERVICE , 

FIELD  CROPS  PuESSARCH  BRANCH 

T Influence  of  VaiaetieSj  Fertilizers,  Cultural  Practices  and  Pest  Control 
on  the  Future  Outlook  for  Rice  Production  in  the  United  States->Ly 

During  the  past  25  years  there  has  been  a significant  charge  in  the  rice  varieties 
groTjn  in  the  United  States o This  shift  has  been  caused  by  changes  in  market 
demands,  increased  severity  of  diseases  tliat  caused  serious  reduction  in  yield  of 
the  varieties  tliat  u-ere  widely  grown  in  the  Southern  area  in  the  thirties,  the 
change  from  the  binder-thresher  to  the  corabine-drier  method  of  harvest  and  the 
developraent  and  distribution  of  varieties  that  are  more  resistant  to  diseases  and 
better  adapted  to  the  combine-drier  method  of  harvests 

The  acreage  sown  to  short-grain  varieties  has  varied  during  the  25-year  period 
1931-1955  from  about  lli  percent  in  1931-35  to  l6  percent  during  the  1951-55  period. 
The  slight  variation  has  been  caused  b^’-  chan;  es  in  the  proportion  of  the  total 
crop  that  is  produced  in  California  and  to  minor  changes  in  the  varieties  groim 
in  the  northern  part  of  the  Southern  area.  However,  there  has  been  a big  re- 
duction in  the  percentage  of  the  crop  sowtl  to  medium-grain  varieties  during  this 
same  period,  as  the  5-year  average  has  varied  from  73  percent  in  1931-35  to  33 
percent  in  195l-55o  This  has  been  caused  to  a large  extent  by  the  susceptibility 
of  Blue  Rose  and  Early  Prolific  to  diseases.  Part  of  the  acreage  forrr.erly  cevoted 
to  these  two  varieties  is  noT:  sown  to  Zenith  and  other  new  medium-grain  types. 
However,  much  of  that  acreage  was  sliiftec'  to  long-grain  varieties.  Fne  percentage 
of  the  crop  sotm  to  long-grain  varieties  increased  four-fold  during  the  past  25 
years,  having  increased  from  12  percent  in  1931-35  to  k9  percent  in  1951-55.  This 
vjas  caused  by  an  increased  market  demand  for  long-grain  rice  and  the  development 
of  highly-p reductive  varieties  of  this  type  that  are  more  resistant  to  the  comjnon 
diseases  and  better  suited  to  the  combine-drier  m.ethod  of  harvest  than  the  medium- 
grain  varieties  that  were  grown  in  the  early  years  of  this  25-year  period. 

It  does  not  seem  likely  that  there  will  be  a T-iide  shift  in  the  relative  proportions 
of  varieties  of  the  different  grain  types  in  the  near  future,  HoT^ever,  rice 
growers  should  keep  informed  of  new  developments  in  order  to  be  prepared  to  shift 
to  the  best  varieties  available  in  case  market  demand  seems  to  justify  growing  rice 
of  other  grain  typeso  Nato,  a new  medduri-grain  variety  developed  in  cooperative 
experiments  at  the  Rice  Experiment  Station  in  Louisiana  seems  to  have  many  of  the 
desirable  characteristics  of  the  long-grain  varieties.  It  is  productive,  it  has 
fairly  satisfactory-^  disease  resistance  and  it  seems  to  be  suitable  for  the  modern 
harvest  methods.  Only  small  araounts  of  seed  rrill  be  available  for  1956,  but 
growers  should  keep  informed  on  the  performance  of  this  variety  for  possible  use 
in  1957  or  later.  Then  too,  growers  in  northern  Arkansas  and  Missouri  might 
consider  grot-ring  short-grain  varieties.  There  are  short-grain  varieties  well 
suited  for  that  area,  and  consideration  should  be  given  to  s’-ifting  more  of  the 
acreage  to  t.tis  type  if  justified  by  continued  demand  for  it. 

The  increased  use  of  fertilizers  in  the  last  few  years  has  been  an  important 
factor  in  the  improved  efficiency  of  rice  grotrers  in  this  country.  Results  of 
experiments  and  farmers’  eiqoerience  has  demonstrated  that  nitrogen  is  alraost 
universally  effective  in  increasing  the  yield  of  rice.  Yields  usually  are  in- 
creased 10  to  l5  poimds  per  acre  for  each  pound  of  nitrogen  applied,  Phosphrus 

"■Prepared  as  background  material  for  1956  National  Agricultural  Outlook  Conference, 
November  28  - December  1,  1955,  ashington,  D,C, 


-PEP  185  (11-55) 


-2- 


increases  the  yield  of  rice  on  many  soils^  and  a response  is  sometimes  obtained 
uhen  potash  is  'applied,  althcuph  the  results  mth  these  ti-ro  fertilizers  is  not 
as  universally  consistent  as  it  is  with  nitrogen,  Ihe  requirements  for  ferti- 
lizer vary  according  to  soil  t^q^e  and  cropping  history  of  the  field.  The  grower 
should  consult  liis  county  agent,  and  get  an  analysis  of  the  soil  if  possible,  in 
order  to  learn  the  IdLnd  and  amount  of  fertilizer  to  use  in  order  to  get  the  most 
economical  return. 

The  proper  rotation  of  other  crops  with  rice  will  give  increased  yield  s of  rice 
and  more  efficient  use  of  the  land.  In  the  Gulf  Coast  area,  and  to  some  extent 
in  Aricansas,  improved  pastures  in  rotation  with  rice  ’■’ave  given  much  better 
returns  botli  of  rice  and  pasture  than  have  unimproved  pastures.  In  the  upper 
South,  soybeans  for  seed,  lespedeza  for  seed  or  pasture,  or  both  of  these  crops 
with  fall-soTm  oats  have  proven  to  be  satisfactory''  crops  to  rotate  ifith  rice. 

In  California,  clover  pasture  as  a summer  crop  and  purple  vetch  as  a x-rinter- 
groTjn  green-manure  crop  have  given  substantial  increases  in  rice  yields.  The 
best  possible  rotation  should  be  determined,  by  each  farmer  basing  his  decision 
on  results  of  e^qperiments  conducted  in  his  area  and  practices  followed  by  his 
most  successful  neighbors. 

The  grower  should  also  follow  best-lmoim  practices  in  order  to  produce  highest- 
quality  rice  possible.  This  will  broaden  the  market  demand  for  the  rice  which 
will  assure  the  higliest  possible  return.  Some  of  the  factors  to  be  considered 
are: 

(1)  Using  seed  of  high  qua!  ity  and  genaination  that  is  free  of 
varietal  mixture,  red  rice  and  other  treed  seeds, 

(2)  Treating  the  seed  with  an  approved  fungicide  to  help  assure 
a uniform  stand, 

(3)  Cultural  practices  should  be  used  which  trill  reduce  weed  grotrth, 
improve  the  physical  concation  of  the  soil,  give  a satisfactory 
seedbed,  and  improve  the  quality  of  the  crop  by  seeding  at  the 
tiiiie  best  suited  for  the  variety  grown.  Irrigation  methods  best 
suited  to  the  conditions  should  be  used  in  order  to  control  weeds 
and  diseases, 

(li)  Herbicides  should  be  used  trhen  needed  to  control  broad-leaf  weeds 
so  the  best  yield  and  quality  will  be  obtained.  Preliminary 
erqseriments  indicate  that  methods  may  be  developed  for  the  control 
of  grass  and  other  weeds  by  using  pre-emergence  chemical  treatments, 

(5)  Insecticides  should  be  used  when  necessary'  to  control  insects  that 
cause  a reduction  in  yield  or  quality  of  the  crop, 

(6)  The  rice  should  be  cut  at  the  correct  stage  of  development  and 
then  dried  and  stored  in  a manner  that  will  preserve  the  highest 
quality. 

The  groxrer  should  consult  his  county  agent  for  specific  information  on  any  of  th( 
topics  mentioned. 
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Utilization  Research  Program  on  Oilseeds 
Northern  and  Southern  Utilization  Research  Branches-- 


^ OUTLINE  OF  PRCGRAIi  ON  OILSEEDS  AT  SURE 

The  objective  of  all  of  the  research  on  oilseeds  is  to  increase  the  utilization 
of  these  comraodities o Coriraodities  nith  which  the  Southern  Utilization  Research 
Branch  is  concerned  are:  cottonseed,  peanuts,  tung  fruit  and  rice  bran.  The 
situation  fith  respect  to  oils  is  one  of  surplus — both  of  edible  aiid  drying  tjgDe 
oils.  High  quality  protein  feeds  are  not  in  a surplus  position.  Our  research 
program  changes  to  meet  current  needs. 


The  types  of  research  which  are  being  carried  out  can  be  divided  into  two  cate- 
gories: first,  research  to  improve  the  quality  of  products;  second,  research  to 
develop  new  products  and  create  new  uses.  Under  the  first  category,  quality 
research  m.ay  im^prove  the  competitive  position  of  one  oilseed  to  another.  It  may 
also  lower  the  co-st  of  oil  by  increasin;g  the  value  of  the  coproduct  or  by-product. 
Research  on  a coproduct  or  a Icy-product  m.ay  even  lead  to  the  creation  of  a new 
product  or  new  m.arhets  for  m.aterials.  An  emamiple  of  research  in  this  categorj^ 
is  the  investigation  of  cottonseed  processing  to  iraprove  the  nutritive  value  of 
the  meal  and  to  render  it  suitable  for  unrestricted  feeding  to  swine  and  poultry. 
Experiments  are  underx^ay  on  special  cooking  procedures  using  the  a"’dition  of 
chemicals  to  produce  cottonseed  meal  of  higher  protein  quality  and  low  goss3q)ol 
content,  A part  of  this  programi  im^olves  developm.ent  of  chemical  tests  to 
measure  nutritive  value  of  cottonseed  meal,  and  an  investigation  of  the  nature  of 
bound  gossypol  which  is  forraed  during  coolcing  of  cottonseed. 

Another  type  of  research  in  the  same  category  is  research  to  improve  the  color  of 
cottonseed  oil,  Maiij''  cottonseed  oils  require  special  processing  in  order  to  be 
used  in  high  quality  shortening,  'Diis  constitutes  a problem  Tjhose  solution  xrould 
render  cottonseed  oil  mure  competitive  TJith  other  oils.  In  the  research  on  cook- 
ing of  cottonseed  referred  to  above,  som.e  of  the  procedures  have  yielded  oils  of 
improved  quality.  Another  approach  to  this  problem  is  the  basic  research  to 
determ.ine  the  pigments  present  in  cottonseed  oil  which  are  responsible  for  the 
dark  color  and  from  a practical  standpoint  to  find  ways  of  removing  these  pigments 

Recently  completed  is  an  investigation  of  the  quality  irrprovement  of  peanut  butter 
An  investigation  is  noxr  underway  to  deterraine  the  relation  of  quality  in  peanut 
products  to  composition  or  to  variation  in  composition  or  components.  The 
ultimate  objective  is  to  deterr.dne  what  factors  are  responsible  for  the  quality 
of  peanuts  XThich  have  been  grox'/n,  harvested  or  handled  under  xrell  defined  condi- 
tions, so  that  better  qualit;/  peanuts  can  be  delivered  to  the  processor  of  edible 
peanut  products. 

Research  on  tung  fruit  is  carried  out  at  a field  station  of  this  Branch  in 
Bogalusa,  Louisiana,  Tung  mieal  is  toxic  and  some  research  is  being  done  to 
isolate  the  toxic  constituents  of  the  meal,  to  deteimine  xdiether  they  can  be 
rem.oved  aid  to  determine  by  som.e  suitable  cheriiical  test  whether  the  meal  has  been 
rendered  nontoxic. 
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Under  the  second  category  in  the  development  of  nen  uses  and  neu  products  from 
fats  and  oils,  attention  is  being  given  particularly  to  neu  uses  in  those  fields 
uhich  are  e^cpancang . There  are  fero  types  of  uork  under  uhich  this  program  may 
be  dl videde  The  first  is  food  tises.  This  does  not  apply  to  fats  and  oils  as  a 
source  of  calories  since  it  is  doubtful  whether  increased  markets  can  be  antici- 
pated in  this  field  other  than  those  uhich  uould  graduall3'"  follow  increase  in 
population„  HoTjever;  there  are  good  prospects  for  products  which  ma^^'  be  develop- 
ed from  fats  which  will  have  useful  properties  as  coatings  to  protect  foods  from 
moisture  loss  and  quality  deterioration.  Here,  the  wroducts  rrould  need  to  be 
edible  but  would  not  necessarily  be  consumed  for  their  caloric  value  and  mirht 
even  be  removed  from  the  food  before  being  consumede  hesearch  has  been  carried 
out  on  the  modification  of  gl^'^cerides  to  incorporate  short  chain  fatty  aci'''s 
Trhich  have  given  acetostsarins,  waxy,  translucent,  flexible  fats,  which  appear 
promising  as  coatings  for  foods,  meat,  fruits,  etc.  The  unsaturated  correspond- 
ing fatty  acid  products  are  aceto-oleins  which  have  the  property  of  inci'easing 
the  plastic  range  of  hard  fats  and  wliich  have  been  used  in  compouncang  an  edible 
spread  of  long  plastic  range  for  the  Quartermaster  Food  and  Container  Institute. 
The  requirements  for  such  a spread  are  that  it  must  be  spreadable  near  freezing 
temperatures  and  stable  for  six  m.ontlis  at  ICO^F.  both  phi'^sically  and  from  the 
stano'point  of  flavor.  Tlie  spread  formulation  wlrich  is  being  tested  uses  peanut 
oil  as  one  of  its  ingredients.  The  acetogtycerides  have  promn.se  as  plasticizers, 
rood  coating  ingredients,  ingredients  of  strippable  plastics,  etc.  At  least  tt:c 
industrial  firms  are  malcing  aceto-glycerides  on  a pilot  plant  basis. 

Another  use  for  oils  :rhich  is  not  exactly  a food  use  is  in  intravenous  aliment- 
ation, Here  emulsions  of  fat  are  required  which  can  be  given  intravenousty  to 
supply  calories  to  those  people  who  cannot  eat  or  who  cannot  absorb  fat  normally 
in  the  gastro  intestinal  tract.  This  program  is  supported  by  the  Office  of  the 
Surgeon  General, 

In  the  industrial  or  nonfood  uses,  particular  attention  is  given  to  the  chemical 
industry  and  those  fields  which  show  great  potential  or  possibilities  of  expansi- 
on, Such  fields  are  plastics,  plasticizers,  lubricants,  surface  active  agents  ar 
agricultural  chemicals. 

Cottonseed  oil  or  the  acids  from  cottonseed  foots  have  a high  content  of  linoleic 
acid.  Exploratory  investigations  are  being  carried  out  on  the  production  of  new 
compounds  by  the  reaction  of  various  reagents  at  the  double  bonds  of  linoleic 
acid.  These  new  compounds  include  nitriles,  ' hydroxy-acids  and  sulphur 

compounds.  Research  is  also  being  carried  out  on  cottonseed  oil  foots  to  learn 
m.ore  about  its  composition  and  any  new  or  unusual  materials  x^hich  it  miight 
contain. 

Research  is  continuing  on  tung  oilo  New  clierriical  reaction  products  are  being 
prepared  which  m.ay  have  value  as  surfact  active  agents,  polyester  resins,  sizes, 
agricultural  chemicals,  etc.  Samples  of  m.aterials  prepared  under  these  research 
prograns  are  being  sent  to  the  Cheraical  and  Biological  Coordination  Center  far 
testing  for  biological  activity,  and  xrhen  they  become  available  samples  of 
promising  materials  xjill  be  evaluated  in  various  industrial  laboratories  through! 
the  cooperation  of  industry. 


GOVERMvIENTAL  MARKETING  SERVICES  AND  PROGRAMS  EOR  FRUITS  AWD  VEGETA3I£S  ■ 


This  sununary  of  govermental  marketing  services  and  programs  is  intended 
as  a handy  reference  list  of  sources  of  information  with  a highly  abbrevi- 
ated description  of  each.  If  more  detailed  descriptions  or  information 
about  particular  services  or  programs  are  desired,  communicate  with  the 
Agricultural  Economic  Programs  Division^  Federal  Extension  Service;  or 
directly  with  the  appropriate  agency  or  division  as  indicated  below. 


Marketing  Services 


AGRICULTURAL  ESTIMATES  DIVISION  ---  S.  R.  Newell,  Director 

1,  Fruit  and  Vegetable  Statistics  Branch  — Reginald  Royston,  Chief 

The  Crop  Reporting  Board  of  the  Department  of  Agriculture  provides  the 
nation's  basic  statistics  on  crop  and  livestock  production.  In  the  field 
of  fruits  and  vegetables,  the  principal  types  ef  information  available  by 
groups  of  commodities  are: 

(a)  3 Citrus  Fruits,  17  Deciduous  Fruits  and  $ Tree  Nuts  - Monthly  fore- 
casts are  issued  of  production  and  end-of -season  estimates  of  pro- 
duction, farm  disposition,  utilization  of  sales,  seas »^n-ave rage  price 
and  value . Monthly  prices  for  k citrus  and  3 deciduous  fruits  also 
are  provided. 

(b)  Irish  Potatoes  and  Sweetpotatoes  - Estimates  are  provided  of  intended 
planted  and  harvested  acreage,  monthly  forecasts  of  yield  per  acre  and 
production,  and  end-bf -season  estimates  of  yield  per  acre^  production, 
farm  disposition^  monthly  and  seas on -average  prices  and  value.  For 
Irish  potatoes  only,  a January  1 stocks  report  is  issued. 

(c)  28  Principal  Commercial  Vegetables  for  Fresh  Market  - Monthly  estimates 
by  seasons  (based  on  time  of  harvest)  are  published  covering  acreage  for 
harvest,  monthly  forecasts  of  yield  per  acre  and  production,  and  end-of- 
season  estimates  of  planted  acreage,  acreage  for  harvest,  yield  per  acre 
and  production,  both  available  for  sale  and  sold,  season-average  prices 
and  value.  Monthly  prices  are  provided  on  a national  basis  only  for 

15  crops . December  1 and  January  1 stocks  of  cabbage  in  New  Y(?rk  State 
and  January  1 stocks  of  onions  in  the  storage -crop  states  are  provided 
annual  estimates  on  a national  basis  only  of  the  commercial  production 
of  all  vegetables. 
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(d)  1_  Principal  Vegeta'b]es  for  CoEmercial  Processing  - Esticiates  are 

made  of  intended^,  planted  and  harvested  acreage^  monthly  forecasts  of 
yield  per  acre  and  production^  and  end-of-season  estimates  of  yield 
per  acre^  production;  season-average  price  and  value.  For  3 crops, 
separate  estimates  are  issued  on  a national  basis  of  acreage  pro- 
duction, season-average  price  and  value  for  freezing  and  for  canning 
and  other  processing..  For  pickles,  and  October  1 stocks  report  is 
published. 

The  primary  objective  ©f  the  monthly  crop  reports  is  to  give  a timely  picture 
of  current  and  prospective  supplies  so  growers  and  others  can  make  intelli- 
gent decisions  regarding  production  and  marketing  problems  The  secondary 
objective^  which  is  the  principal  reason  for  the  annual  crop  summaries,  is 
to  compile  similar  information  on  a historic  basis  for  the  use  of  agricultural 
research  workers  and  for  comparison  with  the  monthly  forecasts. 

2.  Cold  Storage  Reports  M.  R Banks^  Head,  Cold  Storage  Section 

Information  on  national  cold  storage  holdings  of  fresh  and  frozen  fruits 
and  vegetables  is  being  made  available  upon  request  to  the  trade  and  other 
interested  persons  through  a series  of  monthly  market  information  reports 
Warehouse  stocks  of  various  fruits  and  vegetables  are  reported  periodically 
by  the  operators  of  public,  private,  and  semiprivate  storage  facilities. 

Not  included  in  this  group  are  wholesaler,  jobber,  and  other  facilities  used 
for  holding  products  less  than  30  days.  The  Cold  Storage  Reports  are  re- 
leased at  2:00  p.m.  (Washington  time)  on  the  15th  of  each  month. 


B.  AGRICULTURAL  ECONdllcs  DIVISION  ---  Frederick  V.  Waugh,  Director 

1.  Statistical  and  Historical  Research  Branch  James  P.  Cavin,  Chief 

The  Fruit  and  Vegetable  Situation  Reports,  published  quarterly,  present  a 
comprehensive  review  and  outlook  statement  for  fruits  and  vegetables  based 
on  analyses  of  trends  and  current  developments  in  fruit  and  vegetable  data 
and  other  physical  and  economic  factors.  The  reports  are  distributed  to 
all  interested  persons.  They  are  useful  in  interpreting  changing  condi- 
tions in  marketing  these  commodities,  for  both  professional  agricultural 
workers  and  those  engaged  in  the  industry. 


G FRUIT  AND  VEGETABLE  DIVISION  ---  S.  R.  Smith,  Director 

1.  Market  News  Branch  C.  D Schoolcraft,  Chief 

The  Fruit  and  Vegetable  Market  News  Service  was  established  in  1915 > and 
has  operated  since  that  time  to  provide  the  industry  with  current,  unbiased 
information  on  supplies,  movement,  distribution,  demand,  prices,  and  other 
factors  affecting  the  marketing  of  fruits  and  vegetables . 


_ 


The  Market  News  Sei^ice  collects  information  while  markets  are  heing  made 
and  distributes  this  information  as  rapidly  as  modem  ccomunication  facili- 
ties will  permit.  Market  reports  are  disseminated  by  mail,  leased  wire, 
newspapers,  radio,  television,  press  associations,  telephone,  and  personal 
contact . 

The  Fruit  and  Vegetable  Market  News  Service  now  operates  offices  under  the 
supeiwision  of  Federal  reporters  in  terminal  market  cities  on  a year- 
round  basis  and  in  24  producing  and  shipping  areas  during  the  active  haivest- 
ing  and  marketing  season.  Many  of  these  offices  are  financed  by  Federal 
and  State  agencies  under  cooperative  agreement.  In  addition.  State  offices 
operating  tinder  cooperative  agreement  issue  fruit  and  vegetable  reports  in 
15  markets  or  capital  city  offices  and  8 shipping  point  offices.  Cooperative 
agreements  are  in  effect  with  31  States  and  the  Territory  of  Hawaii. 

Terminal  market  reports  include  information  on  prices  and  conditions  cn  the 
local  wholesale  market,  together  with  data  on  rail  and  boat  receipts,  un- 
loads and  track  holdings,  and  in  seme  markets  on  truck  receipts.  This  local 
information  is  supplemented  by  reports  on  carlot  shipments,  reports  from 
important  producing  areas,  and  limited  information  from  other  terminal 
markets . 

Shipping  point  reports  usually  cover  a single  commodity  or  group  of  commodi- 
ties of  interest  in  a local  or  regional  producing  area.  These  reports  cover 
prices  and  conditions  in  the  local  area  and  competing  producing  areas,  car- 
lot  and  in  some  cases  truck  shiprents,  on  some  deals  rail  distribution  in- 
formation, and  infoimation  as  reported  from  various  terminal  markets  in  the 
general  marketing  area  of  the  commodities  covered. 

Terminal  market  offices  issue  monthly  and  annual  summaries  on  rail  and  boat 
imloads,  and  truck  receipts  where  reported.  Shipping  point  offices  issue 
seasonal  or  annual  summaries  covering  the  marketing  of  specific  commodities. 

The  Washington  office  issues  weekly  and  annual  summaries  covering  shipments, 
annual  summaries  on  unloads  of  major  cemmedities  in  100  U.  S.  and  5 
Canadian  cities,  and  annual  summaries  of  f.o.b.  prices  and  terminal  market 
prices  for  New  York  and  Chicago. 

2.  Fresh  Product  Standardization  and  Inspection  Branch  --  E.  E.  Conklin,  Chief 

The  Fresh  Products  Standardization  and  Inspection  Branch  of  the  Fruit  aad 
Vegetable  Division,  AMS,  is  responsible  for  developing  and  keeping  up-to-date 
by  periodic  revision  the  U.  S.  Standards  for  fresh  products  and  the  mainte- 
nance of  an  Inspection  Service  to  inspect  and  certify  upon  request  the 
grade,  quality  and  condition  of  lots  of  produce  for  financially  interested 
parties . 

Since  1917 .>  U.  S.  Standards  have  teen  issued  for  most  of  the  fruits  and 
vegetables  and  seme  special  products  including  peanuts  and  important  edible 
tree  nuts . Three  types  of  standards  are  maintained,  namely,  those  used 
primarily  in  wholesale  trading,  those  used  as  a basis  for  contract  between 
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growers  and  processors  for  raw  products  for  processing^  and  ccnsuiner  stand- 
ards used  for  packing  and  sale  of  produce  in  consumer-sized  package  at  retail. 
The  U.  S.  Standards  are  permissive  in  character  although  in  some  instances 
they  hecome  compulsory  through  provisions  of  State  laws  ©r  Federal  Market- 
ing Agreements  and  Orders.  Owing  to  different  uses  and  styles  of  products 
packed;,  several  standards  are  often  necessary  for  one  product.  At  present 
the  Department  has  issued  l44  standards  for  77  different  products  which 
includes  40  standards  for  21  different  friiitS;,  87  standards  for  48  different 
vegetables  and  I7  standards  for  8 products  not  classed  as  fruits  and  vege-a 
tables . 

The  Inspection  Service  of  the  Branch  directs  two  lines  of  inspection  activi- 
ties, Market  Inspection  and  Shipping  Point  Inspection.  The  over-a.U  pro- 
gram is  directed  from  the  Washington  office  through  three  district  supervisors, 
their  assistants  and  34  area  supervisors.  The  Service  is  virtually  supported 
on  a fee  basis . Market  inspection  offices  are  located  in  78  principal  cities 
and  inspection  by  Federal  inspectors  is  available  to  applicants  on  lots  of 
fresh  fruits  and  vegetables  at  $10.00  per  car  for  quality  and  condition  or 
$8.00  per  car  for  condition  only.  Transportation  costs  and  other  necessary 
expenses  are  added  for  inspections  made  in  cities  where  inspection  offices 
are  not  located.  Shipping  Point  Inspection  by  Federal-State  inspectors  is 
available  to  applicants  under  existing  cooperative  agreements  which  agencies 
in  the  48  States,  Puerto  Rico  and  Hawaii.  In  general,  charges  for  Shipping 
Point  Inspection  range  from  about  $6.00  to  $12,00  per  car  depending  on  the 
State  in  which  the  inspection  is  made  and  the  product  inspected. 

During  the  1955  fiscal  year  the  Inspection  Seivice  inspected  1,320,817  car- 
lot  equivalents  of  fresh  products.  Included  in  this  total  were  48,291  cars 
for  tradesmen  in  receiving  markets,  54,526  cars  of  supplies  for  public  and 
private  agencies,  724,574  cars  for  commercial  shipment  at  shipping  points, 
457>1C4  cars  of  raw  products  for  processing,  and  36,322  cars  of  Farmer's 
Stock  Peanuts ■ 

3.  Processed  Product  Standardization  and  Inspection  Branch  - F .L. Southerland, 

Chief 

The  Processed  Products  Standardization  and  Inspection  Branch  of  the  Fruit 
and  Vegetable  Division  is  concerned  with  t%70  major  service  programs.  One  is 
developing  and  revising  grade  standards  for  processed  fruits  and  vegetables 
and  a host  of  miscellaneous  processed  foods  and  the  other  one  is  conducting 
and  maintaining  an  inspection  service  to  determine  compliance  with  the  grade 
standards,  upon  request  of  financially  interested  parties. 

The  objectives  in  developing  and  revising  grade  standards  for  processed  foods 
are  to  assist  processors  in  doing  a tetter  job  in  packing  these  foods  by 
developing  for  them  a uniform  yardstick  with  which  to  measure  important  varia- 
tions in  the  quality  of  the  product,  to  aid  them  in  selling  their  product; 
to  aid  buyers  in  selecting  the  grade  or  quality  to  best  suit  their  particxilar 
customers;  to  facilitate  trading  between  sellers  and  buyers;  to  aid  bankers 
or  others  who  make  loans  in  arriving  at  fair  loan  values;  to  aid  shippers. 


public  warehouses  and  puhlic  transportation  companies  in  the  settlement  of 
damage  claims  and  to  improve  the  general  over-all  quality  of  processed  fruits 
and  vegetables  with  the  view  in  mind  of  better  satisfying  consumers,  which, 
in  the  end,  benefits  growers  who  make  improvements  in  producing  better  fruits 
and  vegetables  for  processing. 

The  standardizatien  w®rk  is  performed  by  a staff  of  food  technologists  in 
the  Branch  wh*a  ha-ve  specialized  in  standardization  work.  Data  for  develop- 
ing standards  are  obtained  by  examination  of  representatives  samples  of  the 
different  qualities  packed,  which  may  include  chemical  and  microscopic  ex- 
aminations ®f  such  samples,  making  personal  contacts  with  individml  pro- 
cessors^ industry  groups  or  industry  association  technical  committees,  dis- 
tributors, Federal  and  State  research  and  m-arketing  specialists  and  other 
scientists,  ebtaining  the  views  of  field  inspectors  of  the  Branch  and  securing 
data  from  other  sources  which  may  be  available  and  useful  in  the  development 
of  a standard.  Based  on  the  data  obtained,  the  standards  are  drafted  and 
discussed  with  the  industry  csncerned  befere  they  are  published  in  final, 
form  for  use.  In  order  to  aid  in  more  unifarm  interpretation  of  the  standards, 
studies  are  made  to  evaluate  ©bjective  tests  and  methods,  including  the  de- 
velopment Qf  models,  ph©tographs  and  permanent  glass  colors  to  illustrate 
the  requirements  of  different  quality  factors  and  t®  eliminate  the  human 
element  of  judgment.  The  Branch  has  develsped  ever  the  past  25  years  124 
standards  for  processed  foods. 

The  standardization  program  includes  giving  assistance  in  development  of 
Federal  Specifications  which  are  used  by  the  mailitary  and  civilian  agencies 
including  cities  and  States,  for  their  use  in  making  purchases  of  processed 
foods  to  suit  their  particular  needs. 

The  inspection  service  is  organized  with  headquarters  in  Washington,  D.  C. 
and  three  District  Offices  which  are  located  in  San  Francisco,  Chicago  and 
New  York  City,  respectively.  The  inspection  service  is  staffed  with  approxi- 
mately 400  well  trained  inspectors  Thirty-three  inspectisn  offices  are 
established  and  are  located  in  the  major  producing  areas,  including  Hawaii 
and  Puerto  Rico,  and  in  many  of  the  large  receiving  markets. 

Inspection  is  accomplished  through  ene  or  mere  methods  or  procedures,  depend- 
ing up«n  the  desires  of  the  applicant  f cr  the  service . These  procedures 
consist  of  what  is  known  as  "Continuous  Inspection,"  Plant  Inspection  Pack- 
Certification  Ser'/ice,"  "inspection  of  specific  lots,"  and  "inspection  of 
unofficially  submitted  samples."  The  greatest  volume  of  inspection  work 
performed  is  accomplished  by  makring  inspection  of  specific  lots  located  in 
warehouses  and  storages. 

The  extent  ef  the  use  of  the  standards  and  the  inspection  service  may  be 
indicated  by  number  ©f  requests  for  grade  standards  received  each  year 
from  interested  persons,  which  ranges  from  30,000  to  60,000  copies  per  year. 

The  inspectisn  service  inspected  approximately  20  peivent  of  the  entiia 
output  of  the  canned  fruits  and  vegetables  last  year  and  approximately  80 
percent  ef  the  entire  production  jof  frozen  fruits  and  vegetables  . 
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4 Regulatory  Branch  J.  J.  Bimond . Chief 

The  Regulatory  Branch  of  the  Fruit  and  Vegetable  Division  is  charged  the 
enforcement  ©f  the  Perishable  Agricultural  Commodities  Act;  the  Standard 
Container  Acts  and  the  Export  Apple  and  Pear  Act 

Most  of  the  work  @f  this  Branch  is  devoted  to  complaint  and  license  work 
in  connection  with  the  PACA. 

The  Perishable  Agricultural  Commodities  Act  requires  commission  merchants; 
dealers  and  brokers  engaged  in  the  business  of  handling  fresh  or  frozen 
fruits  and/or  vegetables  in  interstate  ©r  foreign  commerce  to  ebtain  a 
license . 

The  purpose  ®f  the  Perishable  Agricultural  Commodities  Act  of  1930  is  to 
suppress  unfair  and  fraudulent  practices  in  the  marketing  of  fresh  and 
frozen  fruits  and  vegetables. 

This  Act  was  sponsored  by  fruit  and  vegetable  shippers  and  buyers  because 
rapid  market  price  fluctuations  in  these  perishable  products  tended  to 
encourage  rejections  by  buyers  or  failure  to  deliver  by  sellers  londer  exist- 
ing contracts  without  reasonable  cause . AlsO;  growers  or  shippers  in  many 
instances  had  no  effective  method  of  determining  if  incorrect  acccunbings 
of  sales  were  given  by  commission  merchants  or  brokers  located  in  distant 
markets . 

Enforcement  of  the  Act  is  obtained  by  requiring  a license  at  an  armual  fee 
©f  $15.00  for  all  persons  engaged  in  interstate  or  foreign  commerce  -of  these 
products.  Violations  of  the  provisions  of  the  Act  make  a person  subject 
to  suspension  ©r  revocation  of  his  license.  The  penalt;y  for  operating 
without  a license  is  not  more  than  $500  for  each  such  offense;  plus  $25  for 
each  day  the  offense  continues.  However;  if  the  failure  to  obtain  a license 
was  not  willful;  the  applicant  is  granted  a license  at  the  standard  $15-00 
fee  plus  arrearage  at  this  annual  rate  for  the  period  during  which  his 
operations  were  subject  to  license.  The  costs  of  administering  the  Act  are 
paid  from  the  fees  collected  and  there  are  no  appropriations  made  nor  other 
charges  assessed  against  a person  who  files  a request  for  assistance  or 
action  under  it. 

Reparation  complaints  under  this  Act  involve  failure  to  pay;  unjustified 
rejection;  failure  to  render  accurate  accountings  in  connection  with  con- 
signed lotS;  misrepresentation^  etc.  Disciplinary  complaints  usually  involve 
misbranding;  failure  to  maintain  adequate  records;  operating  without  a 
license  or  after  the  operator's  license  has  been  suspended  or  revoked.  Approxi 
mately  27;0C0  licenses  were  in  effect  on  Augi.ist  1;  1955^  and  during  the  1955 
fiscal  year;  more  than  3>100  complaints  were  handled  under  this  law. 

Complaints  are  also  handled  under  the  Produce  Agency  Act;  a criminal  statute. 
Any  product  of  a farm  shipped  on  consignment  in  interstate  commerce  is  covered 
by  this  Act.  Under  the  Standard  Container  Act;  a continual  check  is  made 


on  the  products  of  the  manufacturers  of  various  types  Df  containers  in 
a-rder  to  determine  that  the  containers  comply  with  the  specifications  and 
requirements  of  the  laws.  The  Export  Apple  and  Pear  Act  is  designed  t® 
maintain  the  high  qus.lity  and  good  reputation  of  U.  S.  produce  destined 
for  export. 

Tlie  Regulatoiy  Branch  maintains  field  offices  in  New  York,  Chicago^  Los 
Angeles Fort  Worth  and  Winter  Haven,  Florida. 

FOREIGN  AGRICULTURAL  SERVICE  Gwynn  Garrett,  Administrator 

1,  Fruit  and  Vegetable  Division  D.  M.  Rubel 

The  Foreign  Agricultural  Service,  U S.  Department  of  Agriculture,  including 
its  Agricultural  Attache  staff  aids  those  interested  in  the  experts  or  imports 
of  agricultural  commodities  and  their  products.  This  service  includes  such 
functions  as  the  providing  of  information,  facilitating  interested  parties 
in  communicating  with  their  counterparts  in  other  counties,  providing  liaison 
functions  for  individuals,  industry  groups  and  governmental  agencies  in  the 
conduct  of  their  business  or  responsibilities  and  for  the  puipicse  of  improv- 
ing international  trade  in  agriciuLtural  commodities. 

International  trade  naually  is  much  more  complex  than  domestic  trade  because 
of  such  factors  as  differences  in  language,  currency,  exchange  rates,  economic 
conditions,  traditional  consumer  preferences,  bilateral  and' m’olti lateral 
agreements  and  governmental  policies.  The  Foreign  Agricultirral  Seivice  aids 
in  meeting  seme  of  these  problems  and  seeks  to  protect  and  aid  domestic  in- 
dustries through  available  means.  On  the  information  side,  in  addition  to 
direct  communication,  it  publicizes  through  such  media  as  Foreign  Agricultural 
Trade,  Foreign  Crops  and  Markets  and  specialized  reports,  necessary  general 
material  of  routine  nature  on  a world-wide-  and  localized  basis.  In  meeting 
particular  problems  it  aids  industry  groups  in  obtaining  the  benefits  of 
"tools"  available  to  them  under  approproate  international  agreements  and 
legislation.  Some  of  the  latter  include: 

IMPORTS 


Section  22  of  the  Agricultural  Adjustment  Act,  as  amended,  provides  that 
fees  or  q-uantitative.  limitations  may  be  imposed  whrn  necessary  to  prevent 
imports  from  materially  interfering  with  any  program  or  operatii|i!nv,Df';  the 
fiepartment.  Action  has  been  taken  on  limitation  of  imports  of  specified 
tree  nuts  when  such  imports  were  interfering  with  the  successful  operation 
of  marketing  agreement  programs . 

Section  33^  of  the  Tariff  Act  of  1930,  as  amended,  provides  for  import  fees 
to  equalize  differences  between  foreign  and  domestic  costs  of  production, 
provides  the  commodity  is  not  included  in  a trade  agreement  entered  into 
under  another  section  of  the  Tariff  Act.  Most  fruits  and  vege-tables  are 
included  in  such  agreements . 
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The  so-called  "escape  clause"  --  Section  7 of  the  Trade  Agreement  Extension 
Act  of  1951^  as  anieiided^  may  offer  a poc.  utility  fr;r  scl;ion.  Under  this 
Section^  any  interested  party  may  apply  to  the  Tariff  Commission  for  an 
investigation  to  determine  v/hether^  as  a result  of  a trade  agreement  con- 
cession^ imports  are  entering  the  United  States  in  such  increased  quantities^ 
either  actual  or  relative^  as  to  cause  or  threaten  serious  injury  to  the 
domestic  industry.  Action  under  this  Section  may  either  raise  the  duty  or 
it  may  permit  a tariff  quota. 

In  connection  with  a proposed  Section  7 action,,  Section  8(a)  of  the  same 
Act  directs  that  a decision  he  made  hy  the  President  within  25  days^  if  the 
Secretary  of  Agriculture  determines  that^  due  to  the  perishability  of  the 
commodity^  a condition  exist  which  requires  emergency  action. 

Please  note  that  any  application  under  Section  7 whoiild  he  sent  directly 
to  the  Tariff  Commission.  If^  in  addition,,  the  emergency  treatment  pro- 
vided hy  Section  8(a)  is  desired,,  a request  for  such  action  should  he  sub- 
mitted in  duplicate  to  the  Secretary  of  Agricvilture . This  request  should 
include  a statement  of  the  reasons  why  the  commodity  is  perishable,  and 
why,  due  to  such  perishability,  a condition  exists  requiring  emergency 
treatment,  and  shall  he  supported  hy  appropriate  information  and  data  The 
latter  should  include  a copy  of  the  application  to  the  Tariff  Commission  and 
of  the  data  related  to  and  shpporting  that  application. 

EXPORTS 


Public  Law  480  --  The  Agricultural  Trade  Development  and  Assistance  Act  of 
1954,  as  amended,  provides  that  I.5  billion  dollars  may  he  used  for  the  sale 
of  surplus  agricultural  commodities  for  foreign  currencies  in  friendly 
coimtries . A program  is  developed  between  the  United  States  Government 
and  the  foreign  government  which  provides  a list  and  quantity  of  surplus 
agricultural  products  that  may  he  sold  and  the  use  of  the  currencies  that 
accrue  from  such  sales.  The  actual  sales  and  shipment  of  the  products  are 
made  through  commercial  trade  outlets.  Several  fruit  items  have  been  offered 
under  programs  developed  pursuant  to  this  Act  hut  no  sales  have  been  con- 
summated. 

The  Mutual  Security  Act  provides  for  the  exchange  of  United  States  products 
to  friendly  countries  for  their  currencies.  The  currencies  obtained  under 
this  Act  must  be  used  for  military  or  economic  aid  in  the  country  in  which 
the  products  are  sold.  This  program  is  handled  by  the  International 
Cooperation  Administration  of  the  State  Department.  A fair  volume  of  fruit 
and  fruit  products  have  been  sold  under  this  program. 

E.  Federal  Extension  Service  --  Clarence  M.  Ferguson,  Administrator 

Division  of  Agricultural  Economics  Programs  --  H.  M.  Dixon,  Director 

The  primary  responsibility  for  and  leadership  in  all  educational  programs 
and  activities  including  the  administration  of  the  Smith-Lever  Act,  as  amended, 
educational  and  demons t rational  work  in  cooperative  farm  forestry,  and  all 
educational  and  demonstrati onal  aspects  of  the  Agricultural  Marketing  Act 
of  1946. 


- 9 - 


JL‘f1 


It  is  responsible  for  the  coordination  «f  all  educational  activities  of 
the  lepartment^  including  examination  and  analysis  of  all  such  activities 
current  and  contemplated,  review  and  approval  of  all  leducatiopstl  activities 
or  proposals  prior  to  initiation,  advice  and  consultation  on  planning  with 
heads  of  agencies,  and  reports  and  recommendations  to  the  Secretary. 

It  acts  as  the  liaison  between  the  Department  and  officials  of  the  Land-Grant 
Colleges  and  xniversities  on  all  matters  relating  to  cooperative  extension 
work  and  educational  activities  relating  thereto. 

Within  the  framework  of  such  functions  the  Federal  Extension  Service  would 
carry  on  all  educational  work  in  the  field  of  production  and  marketing 
fruits  and  vegetables. 

Marketing  Programs 

A.  FOOD  DISTE.IBUTION  DIVISION  ---  M.  D.  Garber,  Director 
1.  Food  Trades  Branch  G.  Chester  Freeman,  Chief. 

The  U.  S.  Department  of  Agriculture's  Plentiful  Food  Program 

The  Plentiful  Foods  program  helps  increase  the  movement  of  foods  in  plentiful 
supply  through  normal  channels  of  trade  This  is  done  by  enlisting  the  co- 
operation and  merchandising  know-how  of  the  food  distribution  industry  and 
the  pr ombtiohal’ and ' e ducat ional  resources  of  the  various  information  media. 

By  calling  attention  of  large-scale  buyers  and  homemakers  to  foods  designated 
as  plentiful,  sales  are  stimulated  during  periods  when  peak  supplies  are 
being  moved  to  markets  - By  placing  increased  emphasis  on  food  items  which 
may  be  temporarily  in  surplus  supply  or  even  a glut  on  the  market,  a three- 
fold purpose  is  served:  (l)  increased  consumption  aids  the  producer  by 
creating  improved  demand;  (2)  increased  consumption  means  more  sales  or 
profit  for  those  who  deal  in  that  commodity  in  the  market  place,  (3)  and 
consimiers  benefit  by  relative  economy  generally  represented  by  a food  which 
is  plentiful  in  contrast  to  one  in  less  abiandant  supply. 

The  program  is  entirely  a cooperative  activity  and  receives  excellent 
support  from  private  industry.  To  an  increasing  extent,  food  distributors 
and  alliea  groups  look  to  the  Department's  Plentiful  Foods  program  for 
guidance  in  determining  how  best  to  use  their  merchandising  resources  to 
assist  in  the  orderly  movement  of  food  supplies  through  regular  trade  channels. 

The  regular  service  that  the  program  offers  is  a monthly  list  of  foods 
determined  to  be  in  such  supply  that  additional  merchandising  attention 
is  needed  to  move  them  into  the  hands  of  consimiers  These  lists  go  to  all 
segments  of  the  food  trade  and  seek  their  cooperation  in  stimulating  sales 
of  these  foods  through  advertising  displays  and  other  promotional  means. 

The  list  is  also  sent  to  newspapers , radio  and  TV  stations  throughout  the 
country,  as  well  as  national  magazines  and  other  publications  reaching  both 
the  public  and  food  selling  organizations.  Simultaneously,  food  trade 
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representatives  in  the  Department  of  Agriculture  field  offices  work  directly 
with  food  distributors  in  key  market  areas  throughout  the  country.  They 
direct  the  attention  to  the  listed  items  by  letter^  telephone  and  personal 
visits  with  wholesalers,  jobbers^  retailers ;;  restauranteurs  and  others,  ask- 
ing for  their  support  by  increasing  their  merchandising  activities  on  the 
designated  foods.  Meantime,  additional  background  material  on  the  designated 
foods  is  furnished  to  all  those  in  the  information  field  who  advise  con- 
sumers --  to  magazines  and  syndicates,  advertising  agencies,  newspaper  food 
editors,  radio  and  TV  food  commentators.  The  flow  of  this  material  starts 
with  the  establishment  of  the  list  and  is  maintained  throughout  the  month 
to  which  the  list  applies . 

Special  Plentiful  Foods  Merchandising  programs  are  similar  to  this,  but  far 
more  extensive.  These  special  merchandising  "drives”  are  conducted  for  foods 
when  supplies  are  so  large  that  they  have  created  serious  market  problems 
and  are  conducted  only  at  the  request  of  producers  and  after  assurance  that 
the  particular  industry  itself  will  actively  participate.  The  Department's 
role  in  these  special  merchandising  drives  is  to  develop  a coordinated  ..  . _ 
program  on  the  part  of  producers,  the  food  industry  and  the  Government  in 
concerted  effort  to  increase  sales  to  consumers.  To  achieve  the  best 
possible  results,  the  need  for  a program,  proper  timing,  extent  and  intensity 
of  the  drive  must  be  determined.  It  is  in  this  field  that  the  Department  has 
been  most  successful  in  creating  the  understanding  and  obtaining  the  co- 
operation of  the  many  and  vafied  groups  that  can  assist  in  a program  of  this 
type.  Industry  participation  in  these  programs  has  now  increased  to  the 
point  where  they  are  most  accurately  identified  as  industry-government  pro- 
motions. Major  efforts  on  special  drives  are  concentrated  in  the  large 
metropolitan  areas  where  the  greatest  impact  of  consimier  demand  can  be  made. 

The  Plentiful  Food  Program  is  administered  through  the  Food  Distributifeonw 
Division  of  the  Agricultural  Marketing  Service,  with  the  cooperation  of  the 
Extension  Service  and  other  agencies  of  the  Department. 

Additional  information  about  the  Plentiful  Foods  program  may  be  obtained 
from  the  following  offices : 


Area  Field  Office 
Food  Distribution 
Agricultdral  Marketing  Service 
U . S.  Department  of  Agricultirre 


NORTHEAST 


139  Centre  Street,  Room  5C6 
New  York  13,  New  York 


SOUTHEAST 


50  Seventh  Street,  N.E.,  Room  252 
Atlanta  5>  Georgia 


MIDWEST 


226  West  Jackson  Blvd.,  Room  1^12 
Chicago  6,  Illinois 


SOUTHEAST 


lll4  Commerce  Street^  Room  l8l2 
Dallas  2..  Texas 

WESTERN  Room  4o4  Appraisers  Building 

630  Sansome  Street 

San  Francisco  11^  California 

2.  School  Lunch  Branch  Herhert  D.  Rorex^  Chief 

Direct  Distrihution  Branch James  A,  Hutchins Jr._,  Chief 

Section  6 Commodities 

Approximately  80  percent  of  the  $4o6  million  worth  of  food  used  nn  the 
School  Lunch  program  last  year  was  purchased  hy  schools  from  their  local 
suppliers.  Such  purchases  are  made  with  funds  from  local  and  State  sources 
and  from  cash  assistance  provided  through  the  National  School  Lunch  Act. 
(P^LL.398,  Jme  4^  1946:  79^11  Congress).  However^  Section  6 of  that  Act 
provides  that  the  Secretary  of  Agriculture  may  use  a part  of  the  school 
lionch  appropriation  to  purchase  additional  foods  for  distrihution  to  those 
schools  participating  in  the  National  School  Lunch  Program.  It  is  anti- 
cipated that  approximately  $15  million  of  the  $83.2  million  appropriated 
may  he  spent  for  Section  6 purchases  in  the  fiscal  year  1958.  In  consider- 
ing the  commodities  to  hh  purchased  with  Section  6 funds primary  emphasis 
is  placed  upon  foods  which  will  help  meet  the  requirements  of  the  Type  A 
lunch  and  provide  specific  nutrients  such  as  Vitamin  A and  Vitamin  which 

studies  show  are  often  lacking  in  children’s  diets. 

In  addition  to  the  considerations  noted  above ^ it  is  fundamental  in  the 
purchase  of  commodities  under  Section  6 that  the  Department  acquire  the  most 
food  for  the  dollar  spent.  For  this  reason  although  Section  6 purchases 
are  in  no  way  considered  as  surplus  removal^  market  conditions  do  play  an 
important  part  in  the  quantity  and  in  the  types  of  foods  -Durcha.s/^^ 

The  commodities  which  have  heen  purchased  for  distrihution  during  the  fiscal 
year  1958  include;  dried  apricots,  canned  cherries,  grapefruit  sections, green 
peas,  tomatoes  and  peanut  hutter.  Other  commodities  may  he  acquired  to  com- 
plete this  year’s  Section  8 program,  hut  no  final  purchases  have  heen  made. 

FRUIT  AND  VEGETABLE  DIVISION  ---  S R.  Smith,  Director 

1.  Ac reage -Marketing  Guides 

Vegetable  Branch K VJ.  Schaihle,  Chief 

A.c  reage -Marketing  Guides  for  Vegetables,  including  potatoes  and  sweetpotatces , 
are  announced  each  year  hy  the  U.  S.  Department  of  Agriculture  to  aid  growers 
in  development  of  their  planting  plans  according  to  seasons.  The  program 
provides  the  best  possible  estimates  of  the  acreage  of  particular  vegetables 
required,  with  average  yields,  to  supply  the  quantity  of  these  vegetables 
deemed  necessary  to  meet  the  market  needs  anticipated  for  the  coming  season. 

In  the  development  of  the  guides,  consideration  is  given  to  forecasts  of 
economic  conditions  together  with  such  information  as  stocks,  rates  of  dis- 
appearance, production  and  price  trends,  and  competition  with  other  commodi- 
ties. The  program  is  directed  toward  halaucing  the  supply  of  each  vegetahl©( 
with  the  demand  for  it.  While  ccmpliance  is  volimtary  the  program  provides 
the  vegetable  indushiy  with  the  kind  of  basic  planning  that  eveiy  big  and 
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cur".eccful  ;.r.^  j:jtry  t ,.l:o3  in  the  de'-cl  cpmcin^  "-f  cn  and  market- 

ing program  for  a year  ahead.  When  growers  have  iiept  within  the  acreage 
levels  recommended  by  the  Department^  few  marketing  difficulties  have  been 
encountered.  Dissemination  of  the  guides  information  and  the  educational 
phases  of  the  program  are  carried  on  cooperatively  by  the  Extension  Serv'ico 
and  the  Fruit  and  Vegetable  Division,  AMS. 

2.  Marketing*  Agreements  and  Orders 

Fruit  Branch  --  P.  A.  Nicholson,  Chief 
Specialty  Crops  Branch  --  J.  C.  Genske,  Chief 
Vegetable  Branch  --  K.  W.  Schaible,  Chief 

Federal  marketing  agreement  and  order  programs  regiiiate  the  handling  of 
agricultural  commodities  in  interstate  or  foreign  commerce  They  may  also 
cover  intrastate  movement  which  burdens,  obstructs^  or  affects  interstate 
commerce.  These  prograras  are  based  upon  the  Agricultura.l  Marketing  Agree- 
ment Act  of  1937.  as  amended.  Tliey  reach  back  legislatively  beyond  1937. 
however,  to  the  Agricultxiral  Adjustment  Act  of  1933.  and  their  legislative 
genesis  can  be  traced  farther  back  to  the  post-World  War  I,  and  even  prewar, 
cooperative  efforts  of  farmers  to  improve  the  quality  of  the  commodities 
marketed  and  to  balance  shipments  to  the  market  demand. 

Basically,  the  objective  of  a marketing  agreement  and  order  program  is  to 
increase  returns  to  producers . The  Congress  provided,  however^  that  the 
interests  of  consumers  were  to  be  protected  also.  The  original  provisions 
of  the  Act  stated  that  it  was  the  declared  policy  of  Congress  to;  (l') 
establish  and  maintain  such  orderly  marketing  conditions  for  agricultural 
commodities  as  will  return  parity  prices  to  farmers,  and  (2)  protect  the 
the  interest  of  consumers  by  approaching  the  parity  level  gradually  and  by 
taking  no  action  for  the  purpose  of  maintaining  prices  above  parity.  Sub- 
sequently, this  policy  was  enlarged  to  authorize,  for  specified  commodities, 
the  establishment  of;  (l)  such  minimum  standards  of  quality  and  maturity 
and  such  grading  and  inspection  requirements  "as  will  be  in  the  public 
interest"  and  (2)  such  orderly  marketing  conditions  as  will  provide,  "in  the 
interests  of  producers  and  consumers,"  an  orderly  flow  of  supplies  to  market 
during  the  normal  marketing  season  "to  avoid  unreasonable  fluctuations  in 
supplies  and  prices . " 

A more  complete  discussion  of  these  programs  is  included  elsewhere  in 
this  Outlook  Conference  Fruit  and  Vegetable  Work  Session  Material. 

3 . Marketing  Clinic 

Fruit  Branch  P,A^  Nicholson,  Chief 

Vegetable  Branch  K.  W.  Schaible,  Chief 

Marketing  Clinic  Program 

The  Fruit  and  Vegetable  Division  has  undertaken  a marketing  clinic  program 
on  a limited  scale  for  the  express  purpose  of  assisting  the  industry  in 
analyzing  and  solving  its  own  marketing  problems . The  clinics  are  industry'’- 
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sponsored  with  some  assistance  from  the  Department  in  setting  up  the  pro- 
gram. They  may  he  national  in  scope  or  conducted  on  a local  or  regional 
basis.  Participants  may  be  made  up  of  growers  and  representatives  of  grower 
organizations^  bankers^  processors,  shippers,  and  handlers  or  representa- 
tives of  their  organizations,  extension  personnel,  university  and  experi- 
ment station  people  plus  interested  State  and  Federal  inspection  and  market- 
ing officials . The  program  is  set  up  to  encourage  participation  of  all 
those  present  and  to  bring  together  the  latest  and  best  available  infoma- 
tion  on  production  and  marketing  of  the  various  fruit  and  vegetable  crops. 

This  includes  production  and  acreage  trends,  the  supply  and  demand  situation 
(foreign  as  well  as  domestic),  historical  price  data,  marketing  costs^  mer- 
chandising practices^  and  handling  and  storing  methods.  The  operation  of 
Soverrment  programs  such  as  marketing  agreement  and  orders,  surplus  removal 
through  Section  32  purchases,  School  Lunch  supply  with  Section  6 funds, 
export  subsidy,  and  other  diversion  programs  also  are  discussed  to  bring  out 
industry  reaction  to  them.  The  research  activities  of  industry^  State  and 
Federal  organizations  are  presented  and  discussed  toward  improving  the  present 
products  and  marketing  practices  as  well  as  developing  new  products  and  uses 
for  the  commodity  under  study.  All  this  information  is  developed  to  enable 
the  participants  to  discuss  and  attempt  to  solve  the  immediate  marketing 
problems  and  work  toward  the  solution  of  the  long-range  problems  as  well. 
Possible  solutions  to  the  marketing  problems  are  discussed  and  recommendations 
or  proposals  are  developed  by  the  group  for  positive  action  to  be  taken  in 
an  attempt  to  correct  the  immediate  situation  and  plan  a long  long-range 
mgixketing  program. 

The  Fruit  Branch  has  participated  this  past  year  in  marketing  clinics  with 
the  citurs  industry.  Eastern  apple  industry,  the  lemon  industry,  and  the 
Kadota  fig  industiy.  It  is  contemplated  that  the  marketing  clinic  program 
may  be  extended  to  some  of  the  other  fruit  industries  where  distribution  and 
surplus  problems  arise.  Annual  clinics  may  be  extended  to  some  of  the  in- 
dustries other  than  the  citrus  and  Eastern  apple  group  which  have  been  con 
ducted  on  an  annual  basis. 

As  its  iidtial  project  under  this  program,  the  Vegetable  Branch  is  cooperating 
with  the  Extension  Service  in  a survey  in  25  counties  in  East  Texas  with  the 
purpose  of  developing  a more  effective  marketing  program  frr  vegetables  in 
the  area.  Requests  have  been  received  and  similar  work  is  contemplated  in 
several  other  States . 

4.  Section  32  Surplus  Removal 

Fruit  Branch  P.  A.  Nicholson^  Chief 

Specialty  Crops  Branch  J.  C.  Genske,  Chief 

Vegetable  Branch  K.  W.  Schaible,  Chief 

Section  32  of  Public  Law  No.  320,  74th  Congress^  as  amended,  provides 
authority  for  lending  a degree  of  stability  to  the  marketing  of  fruits  and 
vegetables . Money  available  for  this  purpose  can  be  used  when  the  situation 
warrants  for  (l)  encouraging  exports  by  the  payment  of  export  benefits  or 
of  indenmities  for  losses  in  connection  with  such  exports;  (2)  encouraging 
dcsmestic  consmupt-.j  on  liy  divei-ting  the  ccrarujdity  from  the  noimal  oliannels  of 
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traie  or  "by  purchases  and  donations  to  the  school  lunch  program^  eligible 
institutions^  and  for  relief  purposes^  or  (3)  making  payments  to  farmers 
in  connection  with  normal  preduction  for  domestic  consumption  in  order  to 
reestablish  farmer's  purchasing  power.  No  fruit  or  vegetable  programs 
have  been  carried  out  londer  Clause  (3)  in  recent  years.  In  administering 
operations  under  Section  32^  the  Department's  objectives  are  to  provide 
limited  price  assistance  to  farmers  cenfronted  with  price  depressing  sur- 
pluses^ to  expand  foreign  markets  for  surplus  American  farm  products^  to 
improve  the  diets  of  school  .children  and  needy  persons^  and  to  encourage 
new  uses  ©r  aew  markets  for  commodities  diverted  from  the  normal  channels 
of  trade . 

In  attaining  these  objectives  for  fruits  and  vegetables^  operating  methods 
are  kept  relatively  simple.  In  an  export  progrcun^  the  exporter  is  informed 
as  to  the  amount  of  the  export  payment  established  per  unit.  Foreign  buyers 
may  then  buy  frcm  their  domestic  suppliers  at  prices  below  domestic  market 
prices,  by  the  amount  of  the  subsidy.  The  transaction  is  handled  through 
regular  trade  channels,  and  after  expert  the  supplementary  export  pa;>ment 
may  be  claimed. 

Commodities  purchased  in  an  area  of  surplus  are  bought  by  USDA  field  per- 
soiinel,  generally  frcm  growers,  grower's  agents,  or  grower  associations. 
Quantity  purchases  is  limited  to  that  which  can  be  utilized  in  the  school 
lunch  program  and  by  eligible  institutions.  Section  32  funds  are  used  to 
pay  also  for  shipping  the  commodity  t^  central  receiving  points  within 
States,  and  State  distributing  agencies  take  over  the  Job  of  allocating  to 
eligible  recipient  organizations.  In  a diversion  program,  the  government 
does  not  acquire  ownership  of  the  commodity  but  makes  a payment  to  the 
diverter  conditioned  upon  his  use  of  the  commodity  in  the  approved  outlet. 
Outstanding  advantages  ©f  this  type  of  progiam  in  instances  of  heavy 
surplus  are  the  high  rate  of  disappearance  obtained  per  dollar  expenditure 
(usually  no  grading, packing  or  transportation  costs),  coupled  with  the  fact 
that  lower  qioalities  tend  to  go  to  the  diversion  cutlet  leaving  the  better 
qi:ialities  for  commercial  trade.  The  principal  benefit  to  growers  is  the 
over-^all  improvement  in  market  prices  expected  to  be  obtained  by  disposal 
®f  the  surplus . 

Certain  factors  are  required  to  be  considered  before  undertaking  such  assist- 
ance. These  factors  are:  (l)  The  supply  of  the  commodity  in  relation  to 
the  demand  therefor,  (2)  The  price  levels  at  which  other  ccnmodities  are 
being  supported,  (3)  The  availability  of  funds,  (4)  The  perishability  of  the 
commodity,  (5)  The  importance  of  the  commodity  to  agriculture  and  the 
national  economy,  (6)  The  ability  to  dispose  of  stocks  acquired  through  a 
price  support  operation,  (7)  The  need  to  offsetting  temporary  losses  of 
export  markets^  and  (8)  The  ability  and  willingness  of  producers  to  keep 
supplies  in  line  with  demands.  In  the  case  of  fresh  vegetables.  Section 
32  operations  generally  may  be  carried  out  only  in  areas  where  extent  of 
plaatings  is  in  substantial  compliance  with  the  Department's  Acreage - 
Marketing  Guides.  These  guides  are  issued  seasonally  as  an  aid  to  growers 
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in  the  preparation  of  their  production  and  marketing  plans.  Also^  for  both 
fruits  and  vegetables  a substantial  portion  of  the  crop  must  remain  to  be 
harvested.  Surplus  removal  operations  are  not  undertaken  to  clean  up  tag- 
end  supplies.  Other  factors  may  require  consideration  according  to  the 
specific  situation.  From  the  long  range  point  of  viev^  however > these 
price -assistance  and  surplus  removal  activities  work  to  encourage  the  in- 
dustry to  solve  its  «swn  price-supply  problems  and  should  minimize  the  .o 
possible  tendency  for  subsequent  crops  to  be  planted  with  government  price 
assistance  primarily  in  mind. 

MARKETING  RESEARCH  DIVISION  ---  H.  0.  Trelogan,  Director 

The  Agricultural  Mo-rketing  Service  administers  or  participates  in  the 
administration  of  broad  agricultural  marketing  research  and  development 
programs.  These  are  aimed  at  increasing  the  efficiency  with  which  agri- 
cultural products  are  taken  in  the  raw  state  from  the  farm  and  placed  in 
the  hands  of  consumers  in  the  forms,,  at  the  times and  in  the  places 
desired  by  consumers.  Research  methods  are  applied  to  the  solution  of 
marketing  problems  such  as  improving  quality,,  reducing  costs,  and  expanding 
outlets  for  agricultural  products.  This  involves  research  on  the  assembly,, 
transportation^  storage,  handling,  packaging,  distribution,  and  pricing  of 
farm  products,  and  the  structure,  financing,  and  organization  of  domestic 
markets.  Tliere  are  four  branches  in  the  Marketing  Research  Division, 

The  Market  Development  Branch,  R.  M.  Walsh,  Chief,  conducts  marketing  re- 
search relating  to  new  and  expanded  market  outlets  for  agricultural  products. 
It  emphasizes  market  potentials,  economic  aspects  of  expanded  outlets  for 
new  or  established  products,  economic  feasibility  of  waste  disposal  and 
byproduct  utilization,  consumer  preferences,  new  market  outlets  through 
distribution  programs,  and  methods  and  practices  to  improve  the  merdhandis- 
ing  of  agricultural  products.  The  activities  of  the  Branch  are  conducted 
through  four  Sections  --  Market  Surveys,  Product  Development,  Merchandising 
Methods,  and  Distribution  Programs  Research, 

The  Biological  Sciences  Branch,  W.  T Pentzer,  Chief,  conducts  marketing 
research  relating  to  the  measurement,  protection,  and  improvement  of  quality 
of  agricultural  products  as  they  pass  through  the  marketing  system.  Its 
emphasis  is  on  physiological,  biochemical,  pathological,  and  entomological 
problems,  and  on  the  physical  and  biological  evaluation  of  quality  factors. 
The  work  of  the  Branch  is  aimed  at  reducing  marketing  costs  through  improved 
quality  and  acceptability  of  farm  products  and  reduction  of  waste  and  spoil- 
age. This  work  includes  improving  storage  methods,  developing  new  devices 
and  methods  for  determining  product  quality  and  appraising  the  adequacy 
of  grades  and  standards.  The  activities  of  the  Branch  are  conducted  through 
three  Sectior^  --  Quality  Maintenance  and  Improvement,  Quality  Evaluation 
and  Stored-Product  Insects . 
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'It'.e  Transportation  and  Facilities  Branch,  W.  C.  Crow^  Chiefs  conducts 
marketing  research  with  emphasis  on  ecomaaic  and  engineering  research 
relating  to  transportation,  wholesaling  and  retailing,  handling  and 
facilities,  and  market  facility  planning.  The  work  is  directed  toward 
improving  methods,  equipment,  and  facilities  for  transporting,  tnadling, 
storing  and  distributing  farm  and  food  products  in  order  to  increase  the 
efficiency  ©f  marketing.  The  activities  of  the  Branch  are  conducted 
through  four  Sections  --  Marketing  Facility  Planning,  Transportation, 
Idiolesaling  and  Retailing,  and  Handling  and  Facilities  Research. 

Tlie  Market  Organization  and  Costs  Branch,  D.  B.  DeLcach,  Chief,  conducts 
marketing  research  with  emphasis  on  economic  and  cost  analysis  studies.  Its 
work  relates  to  the  marketing  of  specific  agricultural  commodities,  the 
organization,  structure,  and  practices  of  commodity  markets,  and  information- 
al, statistical,  and  other  services  needed  for  the  mariagement  of  market 
firms.  The  Branch  develops  facts  relating  to  marketing  practices,  channels, 
and  organizations  and  their  impact  on  costs ; regularly  measures  the  changes 
in  farm-to-retail  price  spreads  on  food  and  fibers;  and  analyzes  marketing 
costs  and  relates  the  cost  of  service  to  the  seivice  rendered.  It  compares 
costs  and  develops  standards  of  efficiency  to  aid  faimers  and  marketing 
agencies  in  reducing  marketing  costs  and  in  improving  seivices  and  effect- 
i?2.g  economies  in  the  use  of  resources.  The  activities  of  the  Branch  are 
conducted  through  nine  Sections  --  Dairy  Finit  and  Vegetables,  Livestock, 
Fibers,  Special  Crops,  Poultry,  Market  Structure  and  Practices,  Marketing 
Information  and  Statistics,  and  Grains  ajid  Feeds. 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
FEDERAL  EXTENSION  SERVICE 
Washington  25,  D.  C. 
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Date 


Gentlemen; 


Enclosed  is  purchase  order  No. 
from  the 


for 


dated 


Item 


envelopes . 

It  is  requested  that  these  envelopes  be  manufactured  in 
accordance  with  the  contract  specifications,  printed  as 
per  the  enclosed  printing  sample,  and  shipped  as  checked 
below  to  the 


By  prepaid  transportation  on  commercial  bill  of  lading  ( 

By  freight,  collect,  on  commercial  bill  of  lading  ( 

By  prepaid  transportation  with  transportation  charges 
billed  as  a separate  item  on  invoice  ( 

Please  follow  other  instructions  indicated  on  the  purchase 
order  and  acknov,/ledge  receipt  and  acceptance  of  this  order. 


Very  truly  yours, 


F.  W.  Smith,  Chief 
Administrative  Services  Branch 


Enclosures 


\ 


I 


\ 


'io  r:'  United  States  Departmerxt  of  Agriculture 
Agricultural  Marketing  Service 
Agricultural  Sconomics  Division 
. Washington,  D,  C. 

yCOTTON  AND  Mi^NMADE  FIBERS 


Prepared  for  the  33”<3  National  Outlook  Conference 
from  November  28  to  December  1,  1955 


Cotton  has  been  faced  with  competition  from  manmade  fibers  for 
1 many  years.  Indeed  . in  tires,  which  in  the  past  were  the  largest  single 
use  for  cotton,  cotton  has  virtua3.1y  lost  the  market  to  manmade  fibers. 
In  1939  tires  used  3.bout  6IO  thousand  bales  of  botton.  Since  the  end  of 
World  War  II  manmade  ^'fibers  have  been  displacing  cotton  and  in  1955  the 
amount  of  cotton  used  in  tires  is  so  small  that  the  Bureau  of  the  Census 
..  is  not  even  reporting  the  amount  separately.  In  195^1- ^ rayon  equivalent 
to  almost  1 million  bales  of  cotton  was  used  in  the  manufacture  of  tires 

Cotton  has  been  meeting  competition  'from  manmade  fibers  in  other 
fields  too.  Although  the  consijmption  of  all  textile  fibers  in  the  U.  S, 
increased  almost  10  pounds,  from  an  annual  average  of  about  31*5  pounds 
per  person  in  1935-39  to  an  average  of  a.bout  hi. 6 pounds  in  1950-5^^ 
average  cotton  consumption  per  person  in  1950-5^  of  28.8  pounds  was 
only  3*3  pounds  above  the  1935-39  average.  Manmade  fiber  consumption 
was  up  about  6.9  pounds.  In  other  words,  most  of  the  increased  fiber 
consumption  between  the  two  periods  was  taken  up  by  larger  manmade  fiber 
consumption. 

One  measure  of  the  over  all  effect  of  synthetic  fiber  consumption 
on  cotton  consimption  shows  that  with  each  1 percent  increase  in  manmade 
..  fiber  consumption,  other  factors  being  constant,  cotton  consumption 
tends  to  decline  about  0.1  percent.  At  the  consimiption  levels  of  the 
recent  past,  this  means  that  a 1 pound  increase  in  manmade  fiber 
consumption  per  person  would  have  caused  about  a fourth  of  a pound 
decrease  in  cotton  consumption. 

Ih.e  subs'-tltution  factor  varies  from,  use  to  use.  In  general,  as 
indicated  by  the  tire  illustration  above,  cotton  has  been  losing  ground 
to  synthetic ■ fibers  in  the  industrial  uses,  but  has  been  gaining  some 
' ground  in  the  apparel  and  household  fields  during  the  past  few  years, 
as  shown  below.  , , 


, , . ..  u 
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Table  1,-  Cotton  and  manmade  fibers  5 Consumption  by  use  categoryo  1/ 


; National  Cotton 

du  Font  de 

Coiuncil  of 

‘ S.  I, 

Year 

America 

, Nemour  s 

Company,  Inc  a 

Cotuon 

. Cotton 

1 Marimade 

% 

Million  pounds 

Million  pounds 

Million  pounds 

Apparel 

1950 

l,k92 

1,51? 

527 

1951 

1,U33 

1;  U65 

5^3 

1952 

1,539 

1,512 

557 

1953 

1}  63t 

1,621 

525 

1951d 

1,575 

2/ 

2/ 

Household 

1950 

I3269 

1,12U 

123 

1951 

l,7li3 

1,056 

II18 

1952 

I3267 

I-192 

180 

1953 

1;325 

l,2h3 

137 

.195U 

/ 

£./ 

2/ 

. 

industrial 

1950 

1,285 

l,0i+2 

3i;6 

1951 

152U3 

1,057 

399 

1952 

l,0li7 

867 

517 

1953 

923 

779 

596 

195U 

871 

2/ 

2/ 

0 ther 

consumer  type  products 

3/ 

hll 

lUo 

1/ 

374 

129 

3/ 

323 

1U5 

3/ 

362 

152 

3/ 

2/ 

2/ 

1/  Data  i>om~the"llsrtIo’nal  Cotton  Council.  oT~Am8ric£~X^3  published  in 
~ “'Cottbn  Counts  Its  Customers’')  and  Eo  la  du  Pont  de  Nemours  COo^  Inc, 
(as  published  in  the  ’’Textile  Organon^’’  June  1955  supplement)  differ 


because  of  differences  in  concept  and  classificatione 
2/  Not  available  3 

3/  This  classification  was  not  used  by  the  National  Cotton  Council- 


According  to  the  Dupont  Co^j,  use  of  cotton  in  the  apparel  and 
household  fields  increased  by  more  than  100  million  pounds  in  each  cate- 
gory from  15^0  to  1953o  Hovraver^  manmade  fibers  showed  no  increase  in 
apparel  and  about  half  cotton^ s increase  in  household  uses  over  the  same 
period.  In  the  industrial  category  cotton  lost  markets  for  263  million 
pounds  from  19b0  to  195 3^  'out  marmiade  fibers  gained  250  million  pounds® 
Since  it  takes  less  than  1 pound  of  manmade  fibers  to  substitute  for 
1 pound  of  cotton  (1  for  more  than  2 in  some  uses  for  some  manmade  fibers), 
the  manmade  fiber  gain  in  the  industrial  category  probably  completely 
replaced  the  cotton  loss  and  accounted  for  some  gain  in  the  industrial 
fiber  market® 

Prior  'bo  the  early  19lt0=s^  the  only  manmade  fibers  ^^iiich  were  pro- 
duced in  significant  amounts  were  rayon  and  acetate.-,  All  during  the  1920’ s 
and  1930’s  rayon  was  higher  in  price  than  was  cotton*  However,  since 
I9U3  rayon  staple  fiber  and  rayon  yarn  has  generally  been  lower  in  price 
than  cotton  and  cotton  yarns'  Fcr  example,  after  adjusting  for  differences 
in  spinning  waste,  the  average  price  for  Middling  l^/l6  inch  cotton  was 
about  116  percent  of  the  price  for  rayon  staple  fiber  in  the  195U-55 
cotton  n-arke ting  yearo  The  prices  for  better  qualities  of  cotton  which 
are 'Used  in  larger  quantities  than  Middling  15/16  inch  in  goods  which 
comipets  -with  .rayon  fabrics  were  even  higher  in  relation  to  rayon® 

Pldiis 'for  the  future  indicate  that  the  segments  of  manmade  fiber 
industry  #iich  are  expanding  over  the  next  2 years  are  the  non- cellu- 
le sic  fiber  and  the  rayon  staple  fiber  segments®  About  512  million  pounds 
of  rayon  staple,  fiber  was  produced  in  19$k}  in  the  current  year  produc- 
ing capacity  is  approximately/  56O  million  pounds  and  in  1956  it  will  be 
about  575  million  pounds 0 


In  195U  the  U:  S--  produced  about  3^6  million  pounds  of  non-cellulosic 
manmade  fibers®  In  1955  producing  capacity  is  approximately  526  million 
pounds  and  in  1956  capacity  will  be  about  565  million  pounds. 

The  non-cellulosic  fibers  usually  are  not  considered  to  be  very  com- 
petitive mth  cotton®  However,  there  are  indications  that  they  may  be  more 
competitive  than  appears  on  the  surfaces  It  is  true  that  pound  for  pound 
the  non-cellulosic  manmade  fibers  are  much  more  expensive  than  cotton®  For 
exam.pie,  li;0  denier,  filament  yarn  nylon  sold  for  about  $lc85  per  pound  and 
150  denier,  filament  yarn  Dacron  sold  for  about  $2a25  a pound  in  July  1955<’ 
These  prices  compare  with  about  ?le3  cents  for  carded,  knitting,  single, 
number  30,  cotton  yerno  However,  it  takes  less  than  1 pound  of  most  of 
the  non-cellulosic  synthetic  fibers  to  replace  two  pounds  of  cotton  yarn 
and  there  is  no  spinning  waste  in  using  the  filament  yarn  made  from  non- 
cellulosic  fibers..  If  the  prices  shown  above  are  adjusted  for  utility  and 
waste  differences,  the  prices  which  are  comparable  to  the  71 .3  cents  fcr 
cotton  yarn  drop  to  about  88  cents  for  nylon  and  ^IsOS  cents  for  Dacron® 

Ii  the  prices  for  rhs  non- cej-l\iLo sics  fcl/Law easily dbia'toryv'of  r’ayon 
prices  and  decline  over  the  next  several  years,  cotton  may  be  competing 
with  these  fibers  on  a price  basis 0 


-ii- 

One  might  think  that  the  price  of  fiber  has  little  to  do  with  use 
because  ths  fiber  makes  up  such  a small  part  of  the  price  paid  by  the 
ultimate  consumers  For  example,  in  1952  the  farmer’s  share  of  the  con- 
sumers expenditure  for  cotton  apparel  and  household  items  was  about 
ih  percents  However,  cotton  products  go  through  many  processing  steps 
from  the  farm  to  the  consumer.  The  initial  processing  takes  place  at 
the  spinning  mill  or  in  most  cases  the  spinning  and  weaving  mill.  The 
product  which  weaving  mills  sell  is  called  gray  goods c Cotton  accounts 
for  more  than  50  percent  of  the  cost  of  gray  goods.  Thus  the  fiber 
is  an  important  part  of  the  cost  of  manufacturing  gray  goods.  Relative- 
ly small  variations  in  fiber  price  affect  the  profits  of  gray  goods 
man\ifacturerSi  If  gray  goods  manufacturers  can  increase  profits  by 
substituting  one  fiber  for  another,  they  vdll  do  so  even  though  the 
cost  of  a finished  item,  such  as  a weman's  dress,  after  the-  finishing, 
cutting,  wholesaling,  and  retailing  only  reflects  changes  in  the  cost 
of  the  raw  fiber  to  a small  extent.  Of  course  the  gray  goods  manu- 
facturer can  substitute  one  fiber  for  another  only  as  long  as  the  con- 
sumer of  the  end  product  will  accept  the  substitution.  Consumer  accept- 
ance, therefore,  slows  up  and  may  prevent  substitution  of  some  fibers  for 
others.  However,  consumer  preference  is  continuously  being  altered  by 
promotional  cajripaigns  aimed  at  the  consumer  and  by  consumer  experience 
with  products  made  from  various  fibers* 


For  Administrative  Use  - 
School  Lunch  and  Direct  Distribution  Programs 

U1'''ITED  states  DEPAETMEKT  OF  AGRICULTURE 
Agricultural  Marketing  Service 
Food  Distribution  Division 


November  1955 


CiiNNED  PORK  LUNCHEON  IvIEaT 

The  canned  pork  luncheon  meat  now  being  offered  to  school  lunch  programs 
and  other  eligible  outlets  by  the  U,  3,  Department  of  Agriculture  is 
fully  cooked  and  ready  to  eat.  The  pork  cuts  used  in  the  luncheon  meat 
are  standard  commercially  cut  and  trimmed  skinned  shoulders,  skinned 
hams  and  regular  loins — used  individually  or  in  any  combination.  The 
meat  Yfas  ground,  seasoned,  and  mildly  cured  before  canning.  Each  can 
contains  6 pounds  of  mieat  vdth  natural  juices.  The  cans  are  packed 
9 to  the  case. 

Storage : Store  in  cool,  dry  place. 

Uses ; The  pork  luncheon  meat  may  bo  sliced  and  served  hot  or  cold  in 
sandv/iches,  or  in  casseroles  and  other  main  dishes. 

'Quantity  to  Prepare  t Open  only  the  number  of  cans  needed  for  one  day's 
use.  Avoid  leftovers.  Allow'-  approximately  2-l/8  cans  (12  lbs, 12  oz.) 
of  the  pork  luncheon  meat  for  100  2-ounco  servings. 
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For  Administrative  Use  - 
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DIETED  STATES  DEFiJlTI.™  OF  aGRICULTUEE 
Agricultural  Marketing  Service 
Food  Distribution  Division 


November  1955 


lARD  (STABILIZED) 

The  lard  now  being  offered  to  school  lunch  programs  and  other  eligible 
outlets  by  the  U.  3.  Department  of  Agriculture  has  been  prepared  from 
fresh,  clean,  sound  fatty  tissue  from  hogs  in  accordance  ?d.th  good 
commercial  practice.  Antioxidants  have  been  added  to  prolong  its 
keeping  quality.  It  is  packed  in  3-pound  hermetically  sealed  cans, 

12  to  each  shipping  case,  and  in  50— pound  cans  VvcLth  slip-on  lids, 
cased  individually. 

Storage ; Store  tightly  covered  cans  of  lard  in  a corl,  dry  place. 

Uses : Lard  is  a good  source  of  food  energy.  Like  other  fats,  lard, 
gives  a "staying  quality”  to  a meal.  Its  most  important  use  is  as 
a shortening  in  batters  and  doughs,  such  as  biscuits,  bread,  cake, 
and  pastry.  It  is  used  also  for  pan  frying  and  for  deep  fat  frying 
of  poultry,  fritters,  croquettes,  and  some  vegetables. 
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A PARTIAL  LIST  O'F  PUBLICATIOLS  PERTAINING  TO  THE  LBTilSTOCK  SITUATION  V 


AGRICULTURAL  NArivETIUG  SERVICE 

(Copies  of  material  available  from  Plarketing  Information  Division, 
Agriciilt\ii''al  P'arketing  Service,  U,So  Department  of  Agricultiire^ 
Washington  25,  DcC.^  or  Urs^  Y,  Thomas,  Room  3030-S,  Extension  5223o) 


Charting  the  Seasonal  Market  for  Heat  xinim.als — Agriculture  Handbook 
No«  83,  Harold'  F«  Breirnyer  and  Charlotte  XT  Kauseo 

Livestock  I 'arke  t I'-'  evrs  Statistics  and  Re!Ia  ted  Pat  a — Statistical 
Bulletin  Noo  l62. 

This  62-page  booklet,  published  in  June  1955,  bring  livestock, 
meat,  and  wool  statistics  up  to  date  through  calendar  year  19^h, 
Prepared  by  Livestock  Division,  Ai'S, 

"100  Million  Cattle?' ' 

A review  of  Projections  and  1 ethods  of  Waking  Them — ^-Harold  Fo  Breirnyer, 
USDA,  AJ-iS,  Processed  195l4o 

Outlook  and  Marketing  Information  on  Livestock:  How  Extension 
iJorkers  and  Others  I'"ay  Use  and  Apply  It — -Harold  F,  Breirnyer, 

USDA,  AMS,  processed  1^5^ 

Regional  Trends  in  Livestock  Number'S-y^^Earl  Eo  Miller,  USDA,  AI'IS, 
Statistical  Bulletin  l[i6. 

Statistical  Analyses  Relating  to  the  Feed-Livestock  Economy- — 

Richard  J,,  Foote,  Tech,  Bui,  1070,  1953  = 

The  Anal^^sis  of  Dem.and  for  Farm  Products — Karl  A,  Fox,  USDA, Ax'S, 

Tech,  Bulo  108l,  1953 «.  (Contains  many  data  on  livestock, ) 


Prepared  for  the  33rd  Annual  Agricultural  Outlook  Conference, 
Nov,  28  - Dec,  1,  1955,  I'ashington,  D.C. 
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AGRICULTURiiL  RES:]AIICH  SERVICE 

(Copies  of  material  available  from  Information  Division^  Agricultural 
Research  Service.  U.S.,  Department  of  Agriculture ^ Washington  25^  D.Co, 
or  I.^rsT  Me  Smoot,  Room  l670-Sj  Extension  UTOU--.  ) 

Animal  Units  of  Livestock  Fed  Annuall^^  1909  to  19^h,  ARS  ^3-10, 

USDA,  June  195J^ 

Three  sets  of  animal  units  are  computed  by  States:  Grain- 
consuming livestock,  roughage-consuming  livestock,  and  grain- 
and  roughage -consigning  livestocks. 

Beef,  Facts  for  Cons'iimer  Education^-AI  B SUa 
Pork,  Facts  for  Consumer  Education — AIB  109. 

Source  books  designed  primarily  for  consumer  information 
programs,  including  information  on  meat  consumption,  grades, 
selection,  and  nutritive  value o 

Food  Consumption  of  Urban  Families  in  the  United  States. ^ . 

With  an  Appraisal  of  Methods  of' Analysis — AIB-132 , 

Price  loCO  from  Superintendent  of  Documents c 

Presents  material  from  the  19hQ-h9  urban  food  consumption 
studies,  including  tables  released  soon  after  the  surveys 
x^ere  completed;  and  a discussion  of  problems  that  confront 
the  anal3''st  of  family  consumption  data  and  results  attained 
xcLth  various  apiDroaches„ 

Labor  Used  for  Livestock^-Statistical  Bulletin  l6l,  USDA, 

I’^ay  19557 

This  publication  contains  tables  xh  ich  shoxxr  the  average 
number  of  man-hours  used  in  caring  for  various  classes  of 
livestock  by  States  in  1950. 


FOREIGN  AGRICULTURAL  SERVICE 

(Copies  of  material  available  from  Information  Service  Branch, 
Foreign  Agricultural  Serxrice,  U.S,  Department  of  Agricultxire, 
Washington  25,  D.C.  or  Room  5918-S,  Extension  3l60.) 

Export  Possibilities  for  U.S.  Meat  Products — FLM  ll4-55, 

October  3,  1955. 

Hog  Slaughter  in  Specified  Countries — Flli  15-55, 

October  12,  1955. 

International  Meat  Trade — FLM  12-55,  August  29,  1955 


U.  Sc  Export  Meat  and  I'eat  Products,  September  l5,  1955 
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Foreign  Agricu.ltural  Service  (Cont*d) 

U<.3.,  Foreign  Trade  in  Cattle  and  Calves^  Sheep  and  Lambs  and  Hogs — 
FD-I  1,  1935. 

U.So  Foreign  Trade  in  Meat — FLI'i  9-55 j J'-^ly  1955'’ 

L'orld  Cattle  Numbers — FDd  l-!-55j  5''^a7  9,^  1955 » 

ViForld  Consumption  Trends  in  Meat — FLIT  13~55j  August  31j  1955o 
World  Hog  Numbers — Fm  1-55 j Hay  5^  1955 -> 

World  Heat  Production — FUI  7“*55j  June  9,  1955. 

World  Sheep  Humber s — FDI  5-55 ^ Hay  31 j 1955 
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UNITED  STATES  DEEA'^TMENT  OF  AGRICULTURE 
./;5  COMODE'nf  STABILIZATION  SERVICE  - 
Grain  Division 


X SEED  PATTERNS  AND  PPOBLEMS  k 

The  seed  industry  is  confronted  with  several  serious  oroblems  having  to 
do  with  bo+h  supply  and  demand.  Until  these  problems  are  solved  there 
are  likely  to  be  severe  maladjustments  for  both  producer  and  consumer. 

These  problems  are  distinct  and  separate  from  those  brought  about  by 
the  vagaries  of  the  weather. 

The  shift  in  production  of  alfalfa  seed  from  the  midwest  and  inter- 
mountain States  is  probably  the  most  serious  of  the  problems  for  the 
producers.  Formerly  most  of  the  alfalfa  seed  was  ^^roduced  in  the 
eastern  half  of  the  alfalfa  country  where  yields  averaged  about  90 
pounds  Per  acre.  Today  California  is  producing  more  seed  than  the 
entire  country  did  l5  years  ago  and  the  average  yield  per  acre  in 
recent  years  for  that  State  exceeds  lOO  pounds.  In  suite  of  this 
tremendous  increase  in  production  in  the  Pacific  Coast  States  the  mid- 
west and  intermountain  States  continue  to  produce.  This  ruinous  com- 
petition is  likely  to  continue  until  very  low  prices  force  one  area  or 
the  other  out  of  business.  As  of  October  l5,  1955,  producers  were 
receiving  the  lowest  prices  in  l5  years  for  their  alfalfa  seed.  In  the 
meantime,  consumers  of  alfalfa  seed  will  enjoy  the  lowest  prices  in 
many  years, 

Ehe  producers  of  alfalfa  seed  are  not  the  only  ones  wrho  will  suffer  from 
overproduction.  Alfalfa  competes  with  red  clover  in  mary  consuming  areas 
and  the  low  prices  of  the  former  wrill  take  the  market  away  from  the  latter. 
Ehis  coupled  with  not  too  good  a supply  of  red  clover  seed  may  mean  that 
consumption  of  red  clover  seed  in  the  current  crop  year  will  be  several 
million  pounds  lovier  than  last  year.  Conversely,  it  is  ouite  likely 
that  the  domestic  disappearance  of  alfalfa  seed  during  +he  1955-56  season 
viill  surpass  the  1951i-55  record  amount  by  several  millions  of  pounds. 

Alsike  clover  seed  producers  have  been  suffering  for  several  years  from 
the  competition  of  Ladino  clover.  Tj^e  domestic  disappearance  of  alsike 
has  shown  a steady  decline  whereas  that  of  most  other  legumes  had  in- 
creased. Just  how  long  this  trend  will  continue  cannot  be  determined, 
but  the  current  low  prices  of  Ladino  clover  seed  could  speed  up  the 
decline. 

Ehe  consumer  of  seeds  may  be  enjoying  the  low  level  of  seed  prices  but 
such  a situation  is  usually  of  short  duration  because  the  seed  producer 
turns  rather  ouickly  to  more  remunerative  farm  enterprises.  This  might 
be  called  adjusting  to  the  economic  conditions.  It  also  means  that  the 
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supply  will  likely  be  so  severely  curtailed  that  seed  prices  vjill  be 
almost  prohibitive  T<dthin  2 or  3 years.  This  is  a common  situation 
within  the  seed  industry  and  it  does  no+  benefit  the  producer  or  the 
consumer  in  the  long  run.  Their  success  as  farmers  denends  unon  a 
well-developed  pattern  of  production  which  is  adapted  to  their  land, 
labor  and  equipment.  Frequent  changes  seldom  permit  of  maintaining 
such  a nattern. 

Another  problem,  one  that  is  related  to  the  accomplishments  of  experiment 
stations  and  the  activities  of  the  extension  services,  is  the  balancing 
of  supi^ly  of  improved  varieties  of  seed  to  demand.  Seed  oroducers  need 
to  be  advised  of  the  demand  for  the  different  kinds  and  varieties  of 
seed  - domestic  disappearance  is  the  yardstick  for  measuring.  With  this 
information  seed  producers  may  s+udy  in  advance  the  trends  in  the  use  of 
the  several  varieties  of  seed  which  they  can  nroduce.  In  this  way  the 
farmers  may  produce  the  varieties  and  kinds  that  consumers  prefer  in  the 
ouantities  needed,  'the  production  pattern  should  be  geared  to  the  con- 
sumers' use  and  needs.  Otherwise  it  would  be  a typical  case  of  the  tail 
wagging  the  dog,  and  such  a course  is  certain  to  lead  to  disappointing 
results.  The  traditional  plan  where  farmers  produce  as  much  of  the  kinds 
of  seed  which  they  can  oroduce  in  the  largest  quantity  is  certain  to  run 
into  price  and  marketing  difficulties  sooner  or  later  in  a free  economy. 
There  are  classical  examnles  of  this  happening  repeatedly  every  year. 

The  best  examples  of  over-production  this  year  resulting  in  disastrous 
growers'  prices  are  sudangrass,  common  ryegrass,  and  alfalfa  seeds. 

Let  us  examine  the  alfalfa  picture  for  a moment.  Althou'^h  use  of 
alfalfa  seed  has  been  increasing  since  World  War  II,  the  production  has 
been  threatening  to  outstrip  disappearance.  Exports  in  recent  years 
delayed  the  inevitable  results  of  the  supply  far  exceeding  the  demand. 
Immediately  before  and  during  World  War  II,  around  70  million  pounds  of 
alfalfa  seed  were  used  annually  in  the  United  States.  Use  last  year  was 
more  than  double  that  amount.  Incidentally,  the  larger  use  of  alfalfa 
seed  has  decreased  the  use  of  red  clover  and  alsike  clover  seeds. 

Factors  which  contribute  to  this  larger  use  of  alfalfa  seed  may  be  summed 
up  as  follovrs:  Acreage  controls  applicable  to  the  larger  basic  crops 
have  made  more  acres  available  for  other  crops,  such  as  grasses  and 
legumes  for  hay  and  pasture.  It  is  a well  established  practice  in  many 
areas  to  include  grasses  and  legumes  in  the  normal  crop  rotation. 
Drought-resistant  types  of  alfalfas  which  produce  more  hay,  silage,  and 
pasture  than  other  legumes  had  been  developed  and  were  ready  to  take 
advantage  of  the  situation.  Anotlier  factor  in  this  over-all  picture 
not  to  be  overlooked  is  the  shorter  time  that  pastures  are  allox-red  to 
stand  since  they  are  in  the  rotation.  The  periods  have  been  shortened 
as  much  as  one-half  in  some  areas.  Another  factor  which  has  affected  the 
amount  of  alfalfa  seed  used  each  year  is  the  use  of  some  types  of  alfalfa 
for  green  manure  in  place  of  other  legumes,  such  as  sweetclover.  These 
over-all  changes,  together  with  the  use  of  lime,  phosphate,  and  trace 
elements  on  soils  deficient  in  these  elements  have  brought  about  a 
greater  use  of  alfalfa  seed  in  recent  years. 
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This  increased  use  was  a healthy  situation  for  seed  oroducers  so  long  as 
the  larger  demand  for  alfalfa  seed  remained  ahead  of  the  supoly.  It 
aorears  that  the  domestic  supply  has  at  last  far  outstripped  the  need  for 
such  seed,  and  that  producers  are  faced  i-jith  an  over-supply  for  some  time 
at  prices  that  may  not  meet  the  cost  of  production. 

This  kind  of  situation  is  not  confined  to  alfalfa  seed  alone.  Neither  is 
it  limited  to  any  one  year 's  production.  It  has  happened  repeatedly  and 
will  continue  to  be  a production  and  marketing  problem  until  the  pro- 
duction pattern  is  geared  to  the  consumer's  use  and  needs. 

Farmer-producers  and  farmer-consumers  are  critically  affected  by  the 
feast  or  famine  situation,  '^here  is  need  to  continue  to  strive  through 
accurate  information  and  other  devices  to  bring  a greater  degree  of 
stability  in  the  production  of  important  seed  supplies,  lilde  fluctuations 
in  supplies  and  prices  affect  not  onlv  the  grower,  but  also  the  kinds 
and  amounts  of  seedings  which  in  turn  may  mean  the  difference  between 
wise  rotation  practices  and  good  sod  cover  as  contrasted  with  poor 
rotations  and  excessive  soil  losses  from  erosion  and  depletion. 


Prepared  for  1956  Outlook  Conference 
November  28  through  December  1,  1955 
Agriculture  - '^ashing ton 


UNITED  states  DEPAfiri'-iENT  OF  aGRICULTUKE 
Tc'^ -5  . Foreign  Agricultural  Seirvice 
Grain  and  Feed  Division 


POSITION  OF  THE  UNITED  STATES  IN  WORLD  WHEAT 
PRODUCTION  AND  TRADE  1/ 

r 


The  United  States  and  Soviet  Russia  are  the  world's  largest  wheat 
producers,  each  producing  about  one  billion  bushels  or  more  annu- 
ally. There  was  a significant  increase  in  Russia's  acreage  this 
year.  The  third  largest  producing  country  is  China  wdth  a 1945-49 
average  of  864  million  bushels.  Canada  is  in  fourth  place  with  a 
postwar  average  of  366  million  bushels,  although  she  has  produced 
much  more  than  that  amount  in  four  of  the  past  five  seasons.  Trends 
in  acreage,  yield  and  production  in  the  principal  areas  of  the  world 
are  summarized  in  the  following  table,  and  additional  information 
regarding  individual  countries  is  contained  in  the  enclosed  report 
on  world  breadgrain  production. 

An  analysis  of  these  data  indicates  that  acreage  in  Western  Europe 
in  1955  was  slightly  lower  than  the  prewar  average  (1935-39),  but 
that  yields  per  acre  in  most  of  these  comtries  are  considerably 
higher,  resulting  in  production  being  approximately  200  million 
bushels  more  in  1955  than  it  was  before  the  war.  Acreage  in  Asia 
has  increased  appreciably  aiia  yields  in  a number  of  countries  of 
that  Continent  also  are  higher.  The  principal  increases  in  acreage 
in  Asia  have  occurred  in  Turkey  and  China.  Both  India  and  Pakistan 
have  increased  acreage  a little  more  than  one  million  acres. 

India's  yield  in  1955  was  11.9  bushels,  compared  with  10.3  before 
the  war,  Argentina  and  Australia  in  the  Southern  Hemisphere  had 
somewhat  smaller  acreages  in  recent  years  than  before  the  war, 
but  yields  have  been  higher.  Thus  for  the  world  as  a whole,  wheat 
production  has  increased  from  6,085  million  bushels  in  1935-39  to 
an  estimated  7,310  million  bushels  in  1955,  reflecting  larger 
acreage  and  higher  yields  per  acre. 


1/  Prepared  for  the  1956  Agricultural  Outlook  Conference  held  in 
Washington,  D.C.,  November  28-rtecember  1,  1955. 


Agriculture  - Washington 
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World  Trade : 

The  United  States  has  been  a net  exporter  of  wheat  in  all  but  five  years  since 
the  adoption  of  the  Constitution,  The  only  years  when  we  have  been  a net 
importer  were  1837,  1934,  35  and  36,  and  1943.  Small  net  imports  in  the  1930 ‘s 
were  due  to  extremely  short  crops,  and  net  imports  in  the  1943  marketing  season 
were  due  to  large  imports  of  feed  wheat  from  Canada, 

From  1790  until  the  close  of  World  War  I,  the  United  States  was  a debtor  nation, 
having  borrowed  from  Eirropean  capitaT.ists  for  economic  development  pf  our 
country.  Exports  of  wheat  and  other  commodities  were  used  to  pay  off  these 
loans.  At  the  end  of  World  ^/ar  I,  we  had  our  first  experience  with  the  ac- 
cumulation of  agricuH.tural  siarpluses,  including  wheat.  At  that  time  we  had 
become  a creditor  nation,  and  other  countries  were  short  of  dollar  exchange 
with  which  to  bijy  wheat.  For  a niomber  of  years  private  and  public  capital 
was  loaned  to  European  countries,  and  so  during  the  latter  part  of  the  decade 
of  the  1920 *s  our  wheat  exports  were  sufficient  to  prevent  accumulation  of 
surpluses.  When  we  ceased  making  such  loans,  our  exports  fell  off  and  remained 
low  for  the  decade  of  the  I930‘s,  By  that  time  we  had  again  accumulated  a 
substantial  surplus  of  wheat  which  was  used  during  World  War  II  as  feed  for 
livestock. 

At  the  close  of  World  War  II  in  1945,  the  world  was  short  of  wheat,  and  it  was 
also  short  of  dollars.  To  meet  this  situation,  the  United  States  provided  aid 
in  various  forms,  including  large  shipments  of  wheat  to  our  defeated  enemies 
in  Japan,  Germany,  and  Italy,  as  well  as  to  our  allies.  Our  wheat  exports, 
financed  almost  entirely  by  the  United  States  Government,  reached  an  all-time 
high, 

V/ith  increased  production  in  importing  countries  and  reduced  amounts  of  U.S, 
aid  abroad,  our  exports  declined  from  475  million  bushels  in  1951-52  to  217 
million  bushels  in  1953-54.  During  the  last  two  years  there  has  also  been  a 
decline  in  domestic  utilization  of  wheat  because  smaller  quantities  have  been 
used  for  seed  and  livestock  feed.  This  combination  of  reduced  exports  and 
reduced  domestic  utilization,  together  with  continued  high  yields  per  acre, 
has  resulted  in  U,S,  carry-over  stocks  reaching  an  all-time  high  level. 

This  brief  review  of  our  world  trade  in  wheat  indicates  that  the  accumu- 
lation of  surpluses  in  this  country  have  been  associated  with  declining  exports. 
The  surplus  which  accumulated  at  the  end  of  the  1920's  was  reduced  by  four 
successive  years  of  crop  failure,  1933-36,  and  the  surplus  which  accumulated 
at  the  end  of  the  1930 *s  was  utilized  during  World  V/ar  II  for  livestock  feeding 
purposes.  It  is  not  clear  at  the  present  time  just  what  will  reduce  our  present 
stocks  of  wheat,  but  the  amount  of  wheat  which  we  are  now  exporting  (274  million 
bushels  in  1954-55  and  an  estimated  amount  at  about  this  level  in  1955-56 ) is 
not  sufficient  to  make  any  substantial  reduction  in  the  cariy-over  in  view  of 
reduced  domestic  disappearance. 

The  following  table  shows  exports  from  the  U.S.  and  other  comtries  by 
10-year  periods,  beginning  with  I9OO-O9,  and  by  individual  years  since  1945. 

It  will  be  noted  that  the  U.S.  furnished  an  average  of  26  to  27  percent  of  the 
world  trade  from  I9OO  through  1929,  10.6  percent  for  the  period  1930-39,  and 
42,1  percent  during  1945-53.  Last  season  we  supplied  about  29  percent  of  the 
world’s  exports  and  may  maintain  about  this  proportion  in  1955.56. 


Wheat  and  flour:  World  exports,  by  principal  countries,  averages 
1900-53,  annual  1945-54 
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The  world  wheat  trade,  as  a whole,  reiiiairtv*?  fairlj'  high  in  t.erms  of  historical 
averages,  but  the  situation  has  been  complicated  by  the  emergence  France, 
Turkey  and  several  other  countries  as  exporters  of  wheat,  in  addition  to 
Canaria,  Australia,  Argentina,  the  Danube  Basin  and  North  Africa.  Thus,  there 
is  e^reme  competition  among  exporters  for  sales  on  the  world  market. 

Despite  the  large  1955  world  wheat  crop  and  high-level  supplies  in  many  of 
the  ijt?^<=irfcing  countries,  world  trade  in  Juiy  anjl  August  1955  exceeded  that 
of  1954-'  2h  September  and  October  this  year,  t^^q^orts  from  the  Big  4 (Canada, 
United  O-tates,  Argentina  and  Australia)  fell  «ff  to  some  extent  but  France, 
Turkey,  and  others  have  been  active  exporters  during  this  period.  Taking  ali 
factors  into  consideration,  it  is  believed  that  world  wheat  trade  in  1955-56 
3iay  be  equal  to  the  943  million  bushels  of  1954-55.  The  higher  economic 
activity  and  increased  purchasing  power  in  many  of  the  importing  areas  v^hould 
restO,t  in  maintaining  relatively  large  exports.  If  the  world  total  reaches 
this  level,  the  U.S.  should  be  able,  by  maki ng  full  use  of  existing  expert 
programs,  to  export  about  275  million  bushels  this  season. 

Measures  to  Facilitate  Exports  from  the  United  States; 

As  indicated  above,  U.S.  exports  since  1945  have  been  made  possible  to  a 
large  degree  by  special  programs  of  the  U.S.  Government.  These  programs  nave 
included  shipments  to  Japan  and  Germany  at  the  time  of  military  occupation, 
donations  under  Ui®RA,  economic  aid  (grants  and  I-oans ) under  the  Marshall 
Plan,  EGA,  MSA,  FOA,  and  the  present  agency  known  as  the  International  Co- 
operation Administration  (ICA),  There  have  also  been  special  relief  ship- 
ments r.uch  as  those  to  India  in  1952-53,  Pakistan  in  1953-54^  ^ 

number  of  countries  in  the  past  year  under  Title  II  of  P.L.  480„ 

Wheat  is  also  being  exported  under  barter 'transactions^  Under  the  provisions 
of  the  CCC  Charter  Act,  as  amended,  and  Title  III,  P.L.  4S0,  CCC— owned  agri- 
culturaJ.  commodities  may  be  exchanged  for  strategic  materials,  or  other  ma- 
terials, goods,  or  equipment  required  by  U,S,  agencies.  During  the  past 
year,  1954-55,  about  46  milJLion  bushels  of  wheat  were  exported  under  this 
barter  program. 

During  the  past  year,  there  also  have  been  agi’eements  with  a number  of 
countries  under  Title  I of  P.L.  480  whereby  the  U.S.  sold  wheat  for  local 
currencies.  This  program  was  started  in  the  fall  of  1954,  aod  by  June  30, 

1955,  about  22  million  bushels  of  wheat  had  been  shipped  -under  this  legis- 
lation. Additional  quantities  have  been  negotiated  and  shipments  under 
Title  I of  P.L.  480  in  1955-56  will  be  considerably  larger  than  they  were  in 
1954-55.  Largely  as  the' resiilt  of  these  special  go vernmejrt— sponsored  programs 
our  exports  increased  from  217  million  bushels  in  1953-54  "fco  274  mill?. on 
bushels  in  1954-55. 

During  the  postwar  period,  prices  of  wheat  in  export  trade  have  been  declining, 
and  prices  to  farmers  in  the  U.S.  generally  have  been  held  above  the  levels 
at  which  other  exporters  were  selling.  It  has  been  necessaiy,  therefore,  for 
the  U.S.  to  pro-vide  export  subsidies  in  order  to  meet  price  competition  on 
the  world  market.  These  subsidies  were  first  authorized  under  the  Inter- 
national IJheat  Agreement.,  which  became  effective  August  1,  1949,  and  the 
amount  of  the  subsidy  since  that  tizne  has  averaged  over  60  cents  per  bushel. 
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Beginning  in  iMovember  1953^  the  CCC  has  offered  wheat  for  sale  outside  the 
Agreement  at  the  IWA  price.  This  action  was  necessary  in  order  to  meet  compe- 
tition of  other  exporting  countries  which  also  were  seU-ing  to  importing 
countries  outside  of  the  Agreement. 

It  is  a significant  feature  of  the  world  wheat  trade  of  recent  years  that,  in 
addition  to  special  programs  and  economic  aid,  it  has  been  necessary  for  the 
U.S,  also  to  offer  wheat  at  competitive  prices  in  order  to  make  sales  on  the 
world  market. 

Limitations  on  Expansion  of  U.S.  Exports; 

Oie  important  factor  which  limits  opportunities  of  all  exporters  to  expand 
their  trade  in  wheat,  is  the  fact  that  most  importing  countries  of  the  world 
maintain  prices  to  their  growers  above  the  levels  at  which  wheat  is  being 
sold  by  the  exporters  in  efforts  to  more  nearly  attain  self-sufficiency  in 
the  production  of  food  crops.  Importing  countries  generally  are  faced  with 
currency  exchange  difficulties  and  the  necessity  of  stimulating  production  at 
home.  It  is  possible  that  with  continued  availability  of  wheat  from  overseas 
at  reduced  prices,  some  of  these  countries  may  eventually  change  their  domestic 
production  programs  and  come  to  depend  more  on  overseas  supplies.  If  such 
changes  should  occur  in  the  production  programs  of  importing  coimtries,  world 
trade  in  wheat  would  increase,  but  there  is  little  evidence  as  yet  that  many 
significant  changes  of  this  natiare  are  contemplated  in  the  near  future. 

Another  factor  tending  to  limit  world  exports  of  wheat  is  the  relatively  ine- 
lastic demand  for  wheat,  with  the  increased  world  consumption  generally  re- 
flecting only  population  increases  rather  than  higher  per  capita  rates.  Ihe 
above  factors,  together  with  the  large  supplies  on  hand  in  many  of  the  importing 
countries  results  in  a tendency  to  "hold  back"  on  purchases  when  world  supplies 
are  abundant  and  when  prices  are  showing  signs  of  declining,  and  this  makes  it 
unlikely  that  there  will  be  any  appreciable  increase  in  world  exports  this 
season.  Also,  it  will  be  exceedingly  difficult  for  the  U.S,  to  obtain  more 
than  30  percent  of  the  total  world  trade  in  view  of  the  tendency  toward  "©6ft  , 

currency"  and  bilateral  trading  in  wheat.  i 

Quality  Factors : 

During  the  past  several  years,  there  has  been  much  discussion  concerning  the 
quality  of  U.S.  wheat  offered  in  the  world  market.  Countries  that  were  very 
glad  to  get  any  kind  of  wheat  that  was  offered  to  them  during  the  first  few 
years  after  the  war,  have  been  in  a better  position  to  pick  and  choose,  as  the  ' 
situation  shifted  from  a sellers*  to  a buyers’  market.  This  situation  has 
caused  producers,  plant  breeders  and  cereal  chemists  in  the  U.S.  to  examine  ' 
carefully  the  quality  of  wheat  now  being  grown  with  an  effort  to  make  all 
possible  improvements.  At  the  same  time,  buyers  have  been  willing  to  take  * 
substantial  quantities  of  wheat  from  the  U.S.  when  it  was  offered  to  them  at  i 

competitive  prices,  with  due  regard  to  quality  differentials.  There  is  seme  ■ 

indication  that  many  bikers  abroad  still  consider  price  as  the  principal  factor 
in  determining  the  kind  of  wheat  they  will  purchase.  Nevertheless,  it  is  ! 

necessary  that  we  pay  due  attention  to  the  quality  problem  if  we  are  to  expand  | 

and  maintain  our  place  in  the  world  wheat  trade o Many  buyers  abroad  during  | 

the  past  year  have  found  that  they  can  obtain  satisfactory  qualities  from  the 
U.S,  if  they  will  be  more  explicit  in  the  specifications  set  forth  in  their 
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purchasing  contracts.  Steps  are  being  taken  by  the  USDA  to  acquaint  buyers 
Abroad  with  the  kinds  of  wheat  available  from  the  U.S.  and  with  our  grading 
and  marketing  system.  The  following  table  shows  U,S.  exports  by  classes 
beginning  with  the  1945-46  marketing  year.  It  will  be  noted  that  v;e  export 
more  Hard  Red  Winter  than  any  other  class  of  wheat  and  that  we  have  also 
exported  substantial  quantities  of  Hard  Red  Spring,  Soft  Red  Winter  and  VJhite 
wheat.  Durura  was  not  available  for  export  in  1953-54  and  1954-55  because  of 
very  small  U.S.  crops. 


VJtiEAT:  U.  S,  exports  by  classes,  1945  to  date  1/ 


Year 

beginning 
July  1 

* Hard  Red 

• Winter 

* Soft  Red  ' 

* VJinter  * 

Hard  Red 
Spring 

: Durum 

; VJhite 

Total 

: 

- 

- MiU-ion  bushels  - 

1945 

: 237 

66 

53 

1 

36 

393 

1946 

: 271 

31 

39 

4 

56 

401 

1947 

; 338 

45 

49 

15 

42 

489 

1948 

352 

42 

59 

4 

50 

507 

1949 

; 180 

35 

23 

2 

62 

302 

1950 

: 199 

30 

49 

10 

81 

369 

1951 

251 

23 

87 

15 

103 

479 

1952 

; 184 

40 

17 

3 

77 

321 

1953 

: 78 

56 

11 

— 

75 

220 

1954 

: 123 

62 

28 

— 

64 

277 

1/  Includes  shipments  to  U,S,  territories. 


Import  Controls: 

In  1941  the  United  States  established  import  quotas  on  imports  of  wheat  and 
flour.  The  annual  quota  on  wheat  is  800,000  bushels  and  the  quota  on  flour 
is  4 million  pounds.  These  quotas  have  remained  in  force  every  year  since 
1941  except  during  the  war  years  of  1943  and  1944  when  rather  large  shipments 
were  made  to  the  U,S,  from  Canada  because  of  war  conditions.  The  quotas  are 
imposed  under  Section  22  of  the  Agricultural  Adjustment  Act,  Imports  of 
registered  or  certified  wheat  for  seed  and  limited  amounts  of  wheat  for 
experimental  purposes  are  permitted  ex-quota.  The  import  duty  on  wheat  for 
filing  is  21  cents  per  bushel,  and  the  duty  on  flour  is  52  cents  per  hundred- 
weight, 

Viheat  unfit  for  human  consumption  may  be  brought  in  without  limitation  at  a 
duty  of  5 percent  ad  valorem,  and  in  some  years  considerable  quantities  have 
been  imported  from  Canada,  The  amounts  imported  in  the  last  few  years, 
hov/ever,  have  been  relatively  small  and  it  has  not  been  considered  necessary 
to  place  limits  on  imports  of  this  wheat. 

The  Tariff  Act  also  provides  for  the  importation  of  v/heat,  free  of  duty,  for 
billing  wheat  in  bond  and  export  as  flour.  The  amounts  of  our  imports  under 
various  categories  since  1939-40  are  shown  in  the  following  table. 
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WiiiAT  AiviD  FLc/Uk;  ]inports  into  the  United  States,  1939-54  1/ 


Year 

beginning 

July 

For  domestic 

use  2,-/ 

Wheat  for 
milling 
in  bond 
and  export 
2/ 

Total 

F\xll-duty 

v/heat 

« 

. Wheat  for 
feed 
; 3/ 

* Flour 

: 

• Total 

• wheat 

• and 

: flour 

1,000 

: 1,000 

: 1,000 

: 1,000 

1,000 

1,000 

bushels 

; bushels 

: bushels 

: bushels ; 

bushels 

bushels 

1939 

56 

86 

335 

477 

9,953 

10,430 

1940 

165 

3,237 

291 

3,693 

7,331 

11,024 

1941 

1,700 

1,785 

179 

3,664 

11,912 

15,576 

1942 

8C6 

150 

100 

1,056 

7,577 

8,633 

1943 

5/  136,013 

189 

157 

136,359 

10,952 

147,33JL 

1944 

1/  26.235 

15.919 

194 

42,348 

9,213 

51,561 

1945 

1,136 

767 

97 

2,000 

11,591 

13,591 

1946 

21 

29 

7 

57 

1,984 

2,041 

1947 

7 

117 

6 

130 

19 

149 

1948 

1,317 

10 

174 

1,501 

3.070 

4,571 

1949 

1,003 

1,097 

119 

2,219 

9,621 

11,840 

1950 

174 

11,647 

5 

11,826 

8,180 

20,006 

1951 

1,475 

29,921 

109 

31,505 

5,907 

37,412 

1952 

1,016 

20.383 

117 

21,516 

6,415 

27,931 

1953 

999 

4,300 

135 

5,434 

3,089 

8,523 

1954 

1,287 

2,915 

83 

4,285 

1,004 

5,289 

1/  Includes  floiir  expressed  in  wheat  equivalent.  Exports  of  wheat  produces 
other  than  flour,  not  shown  in  the  table,  expressed  in  thousand  bushels,  wheat 
equivalent,  beginning  with  19:'^l-42,  were  as  follows:  326 1 1,265;  2,347;  2,464; 
2,213;  3,441;  7,095;  1,438;  649;  572;  535;  574;  530;  and  738 „ 2/  As  reported 

by  the  Department  of  Commerce,  3/  Classified  as  "unfit  for  human  consumption" 
or  imported  for  special  feeding  programs , 4/  Includes  some  flour  imported  free 
for  export,  which  for  1939  was  214,000  bushels;  1940,  170,000  bushels;  1941, 
2,000  bushels;  1942,  2,000  bushels;  1945,  19,000  bushels;  1948,  1,000  bushels; 
1949,  29,000  bushels;  and  1953,  2,000  bushels. 


International  Wheat  Agreement; 

This  is  the  seventh  crop  year  in  which  the  International  VJheat  Agreement  has 
been  in  operation.  Under  the  provisions  of  IWA,  importing  countries  are 
assured  of  designated  quantities  of  wheat  but  are  obligated  to  buy  only  at  the 
HjA  minimum  ($1.55  per  bushel  basis  No.  1 Manitoba  Northern  in  store  Fort 
William-Port  Arthur.  ) Likewise,  the  exporting  members  are  obligated  to  offer 
for  export  certain  quantities  but  only  at  the  TWA  raaximimi  of  $2.05  per  bushel. 
International  trade  during  the  past  season  has  been  between  the  maximum  and 
minimum.  As  pointed  out  earlier,  it  has  been  neceasary  for  the  U.S.  to  subsi- 
dize wheat  moving  under  the  agreement. 
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WBEaT  ^\)D  FLuDk:  United  States  exports  and  subsidy  payments  under  Ikii 

1949*”50/l954-55 


Year  beginning 

August  1 

Exports  in 
wheat  equivalent 

■ Total  payments 

: Average  rate 
: per  bushel 

Bushels 

; Dollars 

: Cents 

1949-50 

162,724,041 

89,763,201 

55.2 

1950-51 

249,525,545 

169,718,889 

68.0 

1951-52 

255,523,772 

167,310,583 

65.5 

1952-53 

251. 430.  U5 

136.080.203 

54.1 

Total  1949  agreement 

919,203,503 

562,872,876 

61.2 

1953-54 

106,413,887 

49,709,502 

46.7 

1954-55 

139,210,000 

1/  105.267,086 

75.6 

Total  1953  agreement 
(2  years) 

245,623,887 

154,976,538 

63.1 

1/  Includes  an  estimated  ^10,859,632  to  be  paid  in  1955-56  fiscal  year. 

Source:  I.VJ.A.  Branch  - Grain  Division,  CSS 


Consideration  is  now  being  given  to  renewal  of  the  International  IJheat  Agree- 
ment which  otherwise  would  terminate  on  July  31,  1956. 
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<10TOMETITAL  MAEKETING  SERVICES  ANT  FRCGRAMS  FRUITS  AKD  ^ETABLES 


This  sijmmary  of  governmental  marketing  services  and  programs  is  intended 
as  a handy  reference  list  of  sources  of  information  with  a highly  abbrevi- 
ated description  of  each.  If  more  detailed  descriptions  or  information 
about  particular  services  or  progx'ams  are^desired^  communicate  with  the 
Agricultural  Economic  Programs  Division ;^Federal  Extension  Servicej>  or 
directly  with  the  appropriate  agency  ©r  division  as  indicated  below = 


IVb,rketlng  Services 


A AGRICULTURAL  ESTIMATES  DIVISION  ---  S.  R Newell,  Director 

1.  Fruit  and  Vegetable  Statistics  Branch  Reginald  Royston,  Chief 

The  Crop  Reporting  Board  of  the  Department  of  Agriculture  provides  the 
nation's  basic  statistics  on  crop  and  livestock  production.  In  the  field 
of  fruits  and  vegetables^  the  principal  types  of  information  available  by 
groups  of  commodities  are : 

(a)  5 Citrus  Fruits^  17  Deciduous  Fruits  and  3 Tree  Nuts  - Monthly  fore- 
casts are  issued  of  production  and  end-of-season  estimates  of  pro- 
duction, farm  disposition,  utilization  of  sales,  seas on -average  price 
and  value.  Monthly  prices  for  L citrus  and  3 dediduous  fruits  also 
are  provided. 

(b)  Irish  Potatoes  and  Sweetpotatoes  - Estimates  are  provided  of  intended, 
planted  and  harvested  acreage,  monthly  forecasts  of  yield  per  acre  and 
production,  and  end-of-season  estimates  of  yield  per  acre,  production, 
farm  disposition^  monthly  and  season-average  prices  and  value.  For 
Irish  potatoes  only,  a January  1 stocks  report  is  issued. 

(c)  28  Principal  Commercial  Vegetables  for  Fresh  Market  - Monthly  estimates 
by  seasons (based  on  time  of  harvest)  are  published  covering  acreage  for 
harvest,  monthly  forecasts  of  yield  per  acre  and  production^  and  end-cf- 
season  estimates  of  planted  acreage^  acreage  for  harvest,  yield  per  acre 
and  production,  both  available  for  sale  and  sold,  season-average  prices 
and  value.  Monthly  prices  are  provided  on  a national  basis  only  for 

15  crops.  December  1 and  January  1 stocks  of  cabbage  in  New  York  State 
and  January  1 stocks  of  onions  in  the  storage -crop  states  are  provided 
Annual  estimates  on  a national  basis  only  of  the  commercial  production 
of  all  vegetables . 


Prepared  for  the  33^<i  National  Outlook  Conference,  Fruit  and  Vegetable  V/ork 
Session,  U.  S.  Department  of  Agriculture,  Washington,  D.  C. 
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(d)  Principal  Vegetables  for  Canmercial  Processing  - Estimates  are 

made,  of  intended,^  planted  and  harvested  acreage,  monthly  forecasts  of 
..  yield  per  acre  and  production,  and  end-of-season  estimates  of  yield 
.1  per -.acre,  production;  season-average  price  and  value  For  3 crops  ^ 

. . , sepq.rate  estimates  are  issued  on  a national  hasis  of  acreage  pro- 

; duction.;^.  season-average  price  and  value  for  freezing  and  for  canning 

and  other  processing.  For  pickles^  and  October  1 stocks  report  is 
published. 

The  primary  objective  of  the  monthly  crop  reports  is  to  give  a timely  picture 
of  current  and  prospective  supplies  so  growers  and  others  can  make  intelli- 
gent decisions  regarding  production  and  marketing  problems  The  secondary 
objective,  which  is  the  principal  reason  for  the  annual  crop  summaries,  is 
to  compile  similar  ini'brmation  on  a historic  basis  for  the  use  of  agricultun,. 
research  workers  and  for  comparison  with  the  monthly  forecasts 

2.  Cold  Storage  Reports M R Banks,  Head;,  Cold  Storage  Section 

Information  on  national  cold  storage  holdings  of  fresh  and  frozen  fruits 
and  vegetables  is  being  made  available  upon  request  to  the  trade  and  other 
interested  persons  throu^  a series  of  monthly  market  information  reports 
Warehouse  stocks  of  various  fruits  an^-  vegetables  are  reported  periodically 
by  the  .operators" of  public,,  private^  and  semiprivate  storage  facilities. 

Not  included  in  this  group  are  wholesaler^  jobber;,  and  other  facilities  used 
for  holding  products  less  than  30  days.  The  Cold  Storage  Reports  are  re- 
leased at  2:00  p.m.  (Washington  time)  on  the  15th  of  each  month. 

B.  AGRICULTURAL  ECONOMICS  DIVISION  ---  Frederick  V.  Waugh,  Director 

1 Statistical  and  Historical  Research  Branch James  P.  Cavin,,  Chief 

'The  Fruit  and  Vegetable  Situation  Reports,  published  quarterly,  present  a i 
comprehensive  review  and  outlook  statement  for  fruits  and  vegetables  based  | 
on  analyses  of  trends  and  cur3rent-  developments  in  fruit  and  vegetable  data  ! 
and  other  physical  and  economic  factors.  The  reports  are  distributed  to  | 

• all  interested  persons.  They  are  useful  in  interpreting  changing  condi-  i 

,.tions  in  marketing  these  commodities,  for  both  professional  agriciiltural 
workers  and  those  engaged  in  the  industry. 

G.  ' . . FRUIT  AND  VEGETABLE  DIVISION  ---  S.  R-  Smith,  Director 

1 Market  News  Branch  C.  D.  Schoolcraft,  Chief 

The  Fruit  and  Vegetable  Market  News  Service  was  established  in  1915  arb 
has  operated  since  that. time  to  provide  the  industry  with  current-,  unbiased 
information , on  supplies,  movement,  distribution,  demand,  prices,  and  other 
factors  affecting  the  marketing  of  fruits  and  vegetables 
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The  Market  ITews  Service  collects  infonnation  while  inarkets  are  being  made 
and  distributes  this  infoimation  as  rapidly  as  modem  ccmmvmi cation  facili- 
ties will  permit.  Market  reports  are  disseminated  by  mail^  leased  wire^ 
newspapers,  radio,  television,  press  associations,  telephone,  and  personal 
contact . 

The  Fruit  and  Vegetable  Market  News  Service  now  operates  offices  under  the 
supervision  of  Federal  reporters  in  2k  terminal  market  cities  on  a year- 
round  basis  and  in  24  producing  and  shipping  areas  during  the  active  harvest- 
ing and  marketing  season-  lyfeny  of  these  offices  are  financed  by  Federal 
and  State  agencies  under  cooperative  agreement.  In  addition.  State  offices 
operating  under  cooperative  agreement  issue  fruit  and  vegetable  reports  in 
15  markets  or  capital  city  offices  and  8 shipping  point  offices.  Cooperative 
agreements  are  in  effect  with  31  States  and  the  Territory  of  Hawaii. 

Terminal  market  reports  include  information  on  prices  and  conditions  "sn  the 
local  wholesale  market,  together  with  data  on  rail  and  boat  receipts,  'un- 
loads and  track  holdings,  and  in  some  markets  on  truck  receipts.  This  local 
information  is  supplemented  by  reports  on  carlot  shipments,  reports  from 
important  producing  areas,  and  limited  information  from  other  terminal 
markets . 

Shipping  point  reports  usually  cover  a single  commodity  or  group  of  commodi- 
ties of  interest  in  a local  or  regional  producing  area.  These  reports  cover 
prices  and  conditions  in  the  local  area  and  competing  producing  areas,  car- 
lot  and  in  sane  cases  truck  shipments,  on  seme  deals  rail  distribution , in- 
formatisn,  and  information  as  reported  from  various  terminal  markets  in  the 
general  marketing  area  of  the  cemmodities  covered. 

Terminal  market  offices  issue  monthly  and  annual  suamaries  on  rail  and  boat 
unloads,  and  truck  receipts  where  reported.  Shipping  point  offices  issue 
seasonal  or  annual  summaries  covering  the  marketing  of  specific  commodities. 

The  Washington  office  issues  weekly  and  annual  suamaries  covering  shipments, 
annual  summaries  on  unloads  of  major  commodities  in  100  U.  S.  and  5 
Canadian  cities,  and  annual  summaries  of  f.o.b.  prices  and  terminal  market 
prices  for  New  York  and  Chicago. 

2.  Fresh  Product  Standardization  and  Inspection  Branch  --  E.  E.  Conklin,  Chief 

The  Fresh  Products  Standardization  and  Inspection  Branch  of  the  Fruit  and 
Vegetable  Division,  AMS,  is  responsible  for  developing  and  keeping  up-to-date 
by  periodic  revision  the  U.  S.  Standards  for  fresh  products  and  the  mainte- 
nance of  an  Inspection  Service  to  inspect  and  certify  upon  request  the 
grade,  quality  and  condition  of  lots  of  produce  for  financially  interested 
parties . 

Since  191?^  U.  S.  Standards  have  been  issued  for  most  of  the  fruits  and 
vegetables  and  seme  special  products  including  peanuts  and  important  edible 
tree  nuts . Three  types  of  standards  are  maintained,  namely,  those  used 
primarily  in  wholesale  trading,  those  used  as  a basis  for  contract  between 
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growers  and  processors  for  raw  products  for  processing,  and  consuiner  stand- 
ards used  for  packing  and  sale  of  produce  in  consumer-sized  package  at  retail. 
The  U.  S.  Standards  are  permissive  in  character  although  in  some  instances 
they  hecome  compiuLsory  through  provisions  of  State  laws  or  Federal  Market- 
ing Agreements  and  Orde^rs  . Owing  to  different  uses  and  styles  of  products 
packed,  several  standards  are  often  necessary  for  one  product.  At  present 
the  Department  has  issued  l44  standards  for  77  different  products  which 
includes  40  standards  for  21  different  fruits,  87  standards  for  48  different 
vegetables  and  I7  standards  for  8 products  not  classed  as  fruits  and  vege-.  ■ 
tables . 

The  Inspection  Service  of  the  Branch  directs  two  lines  of  inspection  activi- 
ties, Market  Inspection  and  Shipping  Point  Inspection.  The  over-ali  pro- 
gram is  directed  from  the  Washington  office  through  three  district  supervisors 
their  assistants  and  3^  area  supervisors.  The  Service  is  virtually  supported 
on  a fee  basis.  Jferket  inspection  offices  are  located  in  78  principal  cities 
and  inspection  by  Federal  inspectors  is  available  to  applicants  on  lots  of 
fresh  fruits  and  vegetables  at  $10.00  per  car  for  quality  and  condition  or 
$8.00  per  car  for  condition  only.  Transportation  costs  and  other  necessary 
expenses  are  added  for  inspections  m.ade  in  cities  where  inspection  offices 
are  not  located.  Shipping  Point  Inspection  by  Federal-State  inspectors  is 
available  to  applicants  under  existing  cooperative  agreements  which  agencies 
in  the  48  States,  Puerto  Rico  and  Hawaii.  In  general,  charges  for  Shipping 
Point  Inspection  range  from  about  $6.00  to  $12,00  per  car  depending  on  the 
State  in  which  the  inspection  is  made  and  the  product  inspected. 

During  the  1955  fiscal  year  the  Inspection  Service  inspected  1^320,817  car- 
lot  equivalents  of  fresh  products.  Included  in  this  total  were  48,291  cars 
for  tradesmen  in  receiving  markets,  5^; 526  cars  of  supplies  for  public  and 
private  agencies,  724,57^  cars  for  commercial  shipment  at  shipping  points, 

457 .>10^  cars  of  raw  products  for  processing,  and  36,322  cars  of  Farmer's 
Stock  Peanuts 

3.  Processed  Product  Standardization  and  Inspection  Branch  - F.L. Souther  land. 

Chief 

The  Processed  Products  Standardization  and  Inspection  Branch  of  the  Fruit 
and  Vegetable  Division  is  concerned  with  two  major  service  programs.  One  is 
developing  and  revising  grade  standards  for  processed  fruits  and  vegetables 
and  a host  of  miscellaneous  processed  foods  and  the  other  one  is  conducting 
and  maintaining  an  inspection  service  to  determine  compliance  with  the  grade- 
standards,  upon  request  of  financially  interested  parties. 

The  objectives  in  developing  and  revising  grade  standards  for  processed  foods 
are  to  assist  processors  in  doing  a better  job  in  packing  these  foods  by 
developing  for  them  a uniform  yardstick  with  which  to  measure  important  varia- 
tions in  the  quality  of  the  product;  to  aid  them  in  selling  their  product, 
to  aid  buyers  in  selecting  the  grade  or  quality  to  best  suit  their  particular 
customers;  to  facilitate  trading  between  sellers  and  buyers;  to  aid  bankers 
or  others  who  make  loans  in  arriving  at  fair  loan  values,  to  aid  shippers. 
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public  warehouses  and  public  transportation  companies  in  the  settlement  of 
damage  claims  and  to  improve  the  general  over-all  quality  of  processed  fruits 
and  vegetables  with  the  view  in  mind  of  better  satisfying  consimiers;  which^ 
in  the  end^  benefits  growers  who  make  improvements  in  producing  better  fruits 
and  vegetables  for  processing. 

The  standardization  work  is  performed  by  a staff  of  food  technologists  in 
the  Branch  who  have  specialized  in  standardization  work.  Data  for  develop- 
ing standards  are  obtained  by  examination  of  representative  samples  of  the 
different  qualities  packed,,  which  may  incliide  chemical  and  microscopic  ex- 
aminations of  such  samples^  making  personal  contacts  with  individual  pro- 
cessors^ industry  groups  or  industry  association  technical  committees^  dis- 
tributors;, Federal  and  State  research  and  marketing  specialists  and  other 
scientists^  obtaining  the  views  of  fi^ld  inspectors  of  the  Branch  and  securing 
data  from  other  sources  which  may  be  available  and  useful  in  the  development 
of  a standard,  Eased  on  the  data  obtained^  the  standards  are  drafted  and 
discussed  with  the  industry  concerned  before  they  are  published  in  final 
form  for  use.  In  order  to  aid  in  more  liniform  interpretation  of  the  standards, 
studies  are  made  to  evaluate  objective  tests  and  methods,  including  the  de- 
velopment of  models,  photographs  and  permanent  glass  colors  to  illustrate 
the  requirements  of  different  quality  factors  and  to  eliminate  the  human 
element  of  judgment.  The  Branch  has  developed  over  the  past  25  years  12k 
standards  for  processed  foods . 

The  standardization  program  includes  giving  assistance  in  development  of 
Federal  Specifications  which  are  used  by  the  Military  and  civilian  agencies 
including  cities  and  States,  for  their  use  in  making  purchases  of  processed 
foods  to  suit  their  particular  needs . 

The  inspection  service  is  organized  with  headquarters  in  Washington,  D.  C. 
and  three  District  Offices  which  are  located  in  San  Francisco,  Chicago  and 
New  York  City,  respectively.  The  inspection  seiwice  is  staffed  with  approxi- 
mately 40O  well  trained  inspectors.  Thirty- three  inspection  offices  are 
established  and  are  located  in  the  major  producing  areas,  including  Hawaii 
and  Puerto  Rico,  and  in  many  of  the  large  receiving  markets. 

Inspection  is  accomplished  through  one  or  more  methods  or  procedures,  depend- 
ing upon  the  desires  of  the  applicant  for  the  service.  These  procedures 
consist  of  what  is  known  as  "Continuous  Inspection,"  Plant  Inspection  Pack- 
Certification  Service,"  "inspection  of  specific  lots,"  and  "inspection  of 
unofficially  submitted  samples."  The  greatest  volume  of  inspection  work 
performed  is  accomplished  by  making  inspection  of  specific  lots  located  in 
warehouses  and  storages . 

The  extent  of  the  use  of  the  standards  and  the  inspection  service  may  be 
indicated  by  the  number  of  requests  for  grade  standards  received  each  year 
from  interested  persons,  which  ranges  from  30,0C0  to  6o,COO  copies  per  year. 

The  inspection  service  inspected  approximately  20  percent  of  the  entire 
output  of  the  canned  fruits  and  vegetables  last  year  and  approximately  8Q 
percent  of  the  entire  production  of  frozen  fruits  and  vegetables. 
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4 RegLilatory  Branch J.  J.  Diinond>  Chief 

The  Regulatory  Branch  of  the  Fruit  and  Vegetable  Division  is  chiarged  the 
enforcement  ©f  the  Perishable  Agricultural  Commodities  Act^  the  Standard 
Container  Acts  and  the  Export  Apple  and  Pear  Act 

Most  of  the  work  ©f  this  Branch  is  devoted  to  cemplaint  and  license  work 
in  connection  with  the  PACA. 

The  Perishable  Agricultural  Commodities  Act  requires  ccmmission  merchants^ 
dealers  and  brokers  engaged  in  the  business  of  handling  fresh  or  frozen 
fruits  and/or  vegetables  in  interstate  nr  foreign  commerce  to  cbtain  a 
license . 

The  purpose  of  the  Perishable  Agricultural  Commodities  Act  of  1930  is  to 
suppress  unfair  and  fraudulent  practices  in  the  marketing  of  fresh  and 
frozen  fruits  and  vegetables. 

This  Act  was  sponsored  by  fruit  and  vegetable  shippers  and  buyers  because 
rapid  market  price  fluctuations  in  these  perishable  products  tended  tr 
encourage  rejections  by  buyers  or  failure  to  deliver  by  sellers  under  exist- 
ing contracts  vri-thout  reasonable  cause.  Also^  growers  or  shippers  in  many 
instances  had  no  effective  method  of  determining  if  incorrect  accountings 
of  sales  were  given  by  commission  merchants  or  brokers  located  in  distant 
markets . 

Enforcement  of  the  Act  is  obtained  by  requiring  a license  at  an  anniaal  fee 
©f  $15.00  for  all  persons  engaged  in  interstate  or  foreign  commerce  of  these 
products.  Violations  of  the  provisions  of  the  Act  make  a person  subject 
to  suspension  or  revocation  of  his  license.  The  penalty  for  operating 
without  a license  is  not  more  than  $500  for  each  such  offense^  plus  $25  for 
each  day  the  offense  continues.  However , if  the  failure  to  obtain  a license 
was  not  willful^  the  applicant  is  granted  a license  at  the  standard  $15-00 
fee  plus  arrearage  at  this  annual  rate  for  the  period  during  which  his 
operations  were  subject  to  license.  The  costs  of  administering  the  Act  are 
paid  from  the  fees  collected  and  there  are  no  appropriations  made  nor  other 
charges  assessed  against  a person  who  files  a request  for  assistance  sr 
action  under  it. 

Reparation  complaints  under  this  Act  involve  failure  to  pay,  unjustified 
rejection,  failure  to  render  accurate  accountings  in  connection  with  con- 
signed lots,  misrepresentation,  etc.  Disciplinary  complaints  irsually  involve 
misbranding,  failure  to  maintain  adequate  records,  operating  without  a 
license  or  after  the  operator's  license  has  been  suspended  or  revoked.  Approxi 
mately  27,000  licenses  were  in  effect  on  August  1,  1955^  and  during  the  1955 
fiscal  year,  more  than  3A00  complaints  were  handled  under  this  law. 

Complaints  are  also  handled  under  the  Produce  Agency  Act,  a criminal  statute. 
Any  product  of  a faim  shipped  on  consignment  in  Interstate  commerce  is  covered 
by  this  Act.  Under  the  Standard  Container  Act,  a continual  check  hs  made 


jr,  the  products  of  the  manufacturers  of  various  types-rOf  containers  in 
order  to  determine  that  the  containers  comply  vith  the  specificatiors  and 
requirements  of  the  laws  The  Export  Apple  and  Fear  Act  is  designed  to 
maintain  the  high  quality  and  good  reputation  of  U-.  S.  produce  destined 
for  export. 

Hie  Regulatory  Branch  maintains  field  offices  in  New  York^  Chicago^  Los 
Angeles^  Fort  Worth  and  Winter  Haven,  Florida. 

FOREIGN  AGRIC5JLTURAL  SERVICE  - --  Gwynn  Garrett,  Administrator 
1.  Fruit  and  Vegetable  Division  D.  M.  Rubel 

The  Foreign  Agricultural  Service,  U S.  Department  of  Agriculture,  including 
its  Agricultural  Attache  staff  aids  those  interested  in  the  exports  or  pmpc'rts 
of  agricultural  commodities  and  theirtproducts . This  service  includes  such 
functions  as  the  providing  of  information,  facilitating  interested  parties 
in  ccmnunicating  with  their  counterparts  in  other  counties,  providing  liaison 
functions  for  individuals,  industry  groups  and  governmental  agencies  in  the 
conduct  of  their  business  or  responsibilities  and  for  the  purpose  of  improv- 
ing international  trade  in  agricultural  commodities- 

International  trade  usually  is  much  more  complex  than  domestic  trade  because 
of • such  factors  as  differences  in  language,  currency,  exchange  rates,  economic 
conditions,  traditional  consumer  preferences,  bilateral  .and' multilateral 
agreements  and  governmental  policies.  The  Foreign  Agricultural  Seryice  aids 
in  meeting  some  of  these  problems  and  seeks  to  protect  and  aid  domestic  in- 
dustries through  available  means.  On  the  information  side,  in  addition  to 
direct  communication,  it  publicizes  through  such  media  as  Foreign  Agricultural 
Trade,  Foreign  Crops  and  Markets  and  specialized  reports,  necessary  general 
material  of  routine  nature  on  a world-wide  and  localized  basis.  In  meeting 
particular  problems  it  aids  industry  groups  in  obtaining ' the  benefits  of 
"tools"  available  to  them  londer  apprpproafe  international  agreements  and 
legislation.  Some  of  the  latter  include: 

IMPORTS 

Section  22  of  the  Agricultural  Adjustment  Act,  as  amended,  provides  that 
fees,  or  qixantitativ.e.  limitations  may  be  imposed  whrn  necessary  to  prevent 
imports  from  materially  interfering  with  any  program  or  operati;pn.-of 'the 
Department.  Action  has  been  taken  on  limitation  of  imports  of  specified 
tree  nuts  when  such  imports  were  interfering  with  the  successful  operation 
of  marketing  agreement  programs . 

Section  33^  of  the  Tariff  Act -of  1930,  as  amended,  provides  for  import  fees 
to  eqaalize  differences  between  foreign  and  domestic  costs  of  production, 
provides  the"' commodity  is  not  included  in  a trade  agreement  entered  into 
under  another  section  of  the  Tariff  Act.  Most  fruits  and  vegetables  are 
included  in  such  agreements . 
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The  so-called  "escape  claiise"  --  Section  7 of  the  Trade  Agreement  Extension 
Act  of  I95I/  as  amended_>  may  offer  a possibility  for  action.  Under  this 
Section^  any  interested  party  may  apply  to  the  Tariff  Commission  for  an 
investigation  to  determine  whether^  as  a result  of  a trade  agreement  con- 
cession_>  imports  are  entering  the  United  States  in  such  increased  quantities 
either  actual  or  relative^  as  to  cause  or  threaten  serious  injury  to  the 
domestic  industry.  Action  under  this  Sectipn  may  either  raise  the  duty  or 
it  may  permit  a tariff  quota 

In  connection  with  a proposed  Section  7 action;,  Section  8(a)  of  the  same 
Act  directs  that  a decision  be  made  by  the  President  within  25  dayS;,  if  tht 
Secretary  of  Agriciilture  determines  that^  due  to  the  perishability  of  the 
commodity^  a condition  exist  which  requires  emergency  action. 

Please  note  that  any  application  under  Section  7 vhould  be  sent  directly 
to  the  Tariff  Commission.  If^  in  addition^  the  emergency  treatment  pro- 
vided by  Section  8(a)  is  desired^  a request  for  such  action  should  be  sub- 
mitted in  duplicate  to  the  Secretary  of  Agriculture . This  request  should 
include  a statement  of  the  reasons  why  the  commodity  is  perishable,  and 
why,  due  to  such  perishability,  a condition  exists  requiring  emergency 
treatment,  and  shall  be  supported  by  appropriate  inf on'aation  and  data  The 
latter  should  include  a copy  of  the  application  to  the  Thriff  Commission  and 
of  the  data  related  to  and  supporting  that  application. 

EXPORTS 


Public  Law  480  --  The  Agricultural  Trade  Development  and  Assistance  Act  of 
195^>  as  amended,  provides  that  I.5  billion  dollars  may  be  used  for  the  sale 
of  surplus  agricultural  commodities  for  foreign  currencies  in  friendly 
countries  A program  is  developed  between  the  United  States  Government 
and  the  foreign  government  which  provides  a list  and  quantity  of  surplus 
agricultural  products  that  may  be  sold  and  the  use  of  the  currencies  that 
accrue  from  such  sales.  The  actual  sales  and  shipment  of  the  products  are 
made  through  commercial  trade  outlets.  Several  fruit  items  have  been  offered 
under  programs  developed  pursuant  to  this  Act  but  no  sales  have  been  con- 
summated. 

'The  Mutual  Security  Act  provides  for  the  exchange  of  United  States  products 
to  friendly  countries  for  their  currencies.  The  currencies  obtained  under 
this  Act  must  be  used  for  military  or  economic  aid  in  the  country  in  which  j 
the  products  are  sold.  This  program  is  handled  by  the  International 
Cooperation  Administration  of  the  State  Department.  ' A fair  volume  of  fruit  t 
and  fruit  products  have  been  sold  under  this  program. 

I 

E.  Federal  Extension  Service  --  Clarence  M.  Ferguson,  Administrator  ' 

Division  of  Agricultural  Economics  Programs  --  H.  M.  Dixon,  Director 

The  primary  responsibility  for  and  leadership  in  all  educational  programs  ! 

and  activities  including  the  administration  of  the  Smith-Lever  Act,  as  amended, j 
educational  and  demonstrati onal  work  in  cooperative  farm  forestry,  and  all  j 

educational  and  demonstrati onal  aspects  of  the  Agricultural  Marketing  Act  | 

of  I9L6. 
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It  is  responsible  for  the  coordination  of  all  educational  activities  of 
the  Department,  including  examination  and  analysis  of  all  such  activities 
current  and  contemplated,  review  and  approval  of  all  ieducation|tl  activities 
or  proposals  prior  to  initiation,  advice  and  consi-iltation  on  planning  with 
heads  of  agencies,  and  reports  and  recommendations  to  the  Secretary. 

It  acts  as  the  liaison  between  the  Department  and  officials  of  the  Land-Grant 
Colleges  and  universities  on  all  matters  relating  to  cooperative  extension 
work  and  educational  activities  relating  thereto. 

Within  the  framework  of  such  functions  the  Federal  Extension  Service  would 
carry  on  all  educational  work  in  the  field  of  production  and  marketing 
fruits  and  vegetables . 


Marketing  Programs 


A.  FOOD  DISTRIBUTION  DIVISION  ---  M.  D.  Garber,  Director 

1.  Food  Trades  Branch  G.  Chester  Freeman,  Chief. 

The  UU  S.  Department  of  Agriculture's  Plentiful  Food  Program 


The  Plentiful  Foods  program  helps  increase  the  movement  of  foods  in  plentiful 
supply  through  normal  channels  of  trade  This  is  done  by  enlisting  the  co- 
operation and  merchandising  know-how  of  the  food  distribution  industry  and 
the  pr  emotional 'and' educational  reso^arces  of  the  various  information  media. 

By  calling  attention  of  large-scale  buyers  and  homemakers  to  foods  designated 
as  plentiful,  sales  are  stimulated  during  periods  when  peak  supplies  are 
being  moved  to  mairkets  . By  placing  increased  emphasis  on  food  items  which 
may  be  temporarily  in  surplus  supply  or  even  a glut  on  the  market,  a three- 
fold purpose  is  served:  (l)  increased  consumption  aids  the  producer  by 
creating  improved  demand^  (2)  increased  consumption  means  more  sales  or 
profit  for  those  who  deal  in  that  commodity  in  the  market  place,  (3)  and 
consxmiers  benefit  by  relative  economy  generally  represented  by  a food  which 
is  plentiful  in  contrast  to  one  in  less  abundant  supply. 

The  program  is  entirely  a cooperative  activity  and  receives  excellent 
support  from  private  industry.  To  an  increasing  extent,  food  distributors 
and  alliea  groups  look  to  the  Department's  Plentiful  Foods  program  for 
guidance  in  determining  how  best  to  use  their  merchandising  resources  to 
assist  in  the  orderly  movement  of  food  supplies  through  regtilar  trade  channels. 

The  regular  service  that  the  program  offers  is  a monthly  list  of  foods 
determined  to  be  in  such  supply  that  additional  merchandising  attention 
is  needed  to  move  them  into  the  hands  of  consumers.  These  lists  go  to  all 
segments  of  the  food  trade  and  seek  their  cooperation  in  stimulating  sales 
of  these  foods  through  advertising  displays  and  other  promotional  means. 

The  list  is  also  sent  to  newspapers,  radio  and  TV  stations  throughout  the 
country,  as  well  as  national  magazines  and  other  publications  reaching  both 
the  public  and  food  selling  organizations . Simultaneously,  food  trade 


- iC  - 


representatives  in  the  Department  of  Agriculture  field  offices  vcrk  directly 
with  food  distributors  in  key  market  areas  throughout  the  country.  They 
direct  the  attention  to  the  listed  items  by  letter;,  telephone  and  personal 
visits  with  wholesalers^  jobbers,  retailers,  restauranteurs  and  others^  ask- 
ing for  their  support  by  increasing  their  merchandising  activities  on  the 
designated  foods.  Meantime,  additional  background  material  on  the  designated 
foods  is  furnished  to  all  those  in  the  infomnation  field  who  advise  con- 
sumers --  to  magazines  and  syndicates,  advertising  agencies,  nev/spaper  food 
editors,  radio  and  TV  food  commentators.  The  flow  of  this  material  starts 
with  the  establishment  of  the  list  and  is  maintained  throughout  the  month 
to  which  the  list  applies . 

Special  Plentiful  Foods  Merchandising  programs  are  similar  to  this,  but  far 
more  extensive.  These  special  merchandising  "drives”  are  conducted  for  foods 
when  supplies  are  so  large  that  they  have  created  serious  market  problems 
and  are  conducted  only  at  the  request  of  producers  and  after  assurance  that 
the  particular  industry  itself  will  actively  participate.  The  Department's 
role  in  these  special  merchandising  drives  is  to  develop  a coordinated  .. . _ 
program  on  the  part  of  producers,  the  food  industry  and  the  Government  in 
concerted  effort  to  increase  sales  to  consumers.  To  achieve  the  best 
possible  results,  the  need  for  a program,  proper  timing,  extent  and  intensity 
of  the  drive  must  be  detemnined.  It  is  in  this  field  that  the  Department  has 
been  most  successful  in  creating  the  understanding  and  obtaining  the  co- 
operation of  the  many  and  vafied  groups  that  can  assist  in  a program  of  this 
type.  Industry  participation  in  these  programs  has  now  increased  to  the 
point  where  they  are  most  accurately  identified  as  industry -government  pro- 
motions. Major  efforts  on  special  drives  are  concentrated  in  the  large 
metropolitan  areas  where  the  greatest  impact  of  consumer  demand  can  be  made. 

The  Plentiful  Food  Program  is  administered  through  bhe  Food  Distributvifenn 
Division  of  the  Agricultural  Marketing  Service,  with  the  cooperation  of  the 
Extension  Service  and  other  agencies  of  the  Department. 

Additional  information  about  the  Plentifiol  Foods  program  may  be  obtained 
from  the  following  offices : 

Area  Field  Office 
Food  Distribution 
Agricultdral  Marketing  Service 
U.  S.  Department  of  Agriculture 

139  Centre  Street,  Room  5C6 
New  York  I3,  New  York' 

50  Seventh  Street,  N.E.,  Room  252 
Atlanta  5;  Georgia 

226  West  Jackson  Blvd.,  Room  i4l2 
Chicago  6,  Illinois 


NORTHEAST 

SOUTHEAST 


MIDWEST 
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SOUTHEAST 


ill4  Commerce  Street^  Room  l8l2 
Eallas  2 Texas 


WESTERN 


Room  4o4  Appraisers  Building 

630  Sansome  Street 

San  Francisco  11^  California 


2.  School  Lunch  Branch  Herhert  D.  Rorex^  Chief 

Direct  Distribution  Branch  James  A Hutchins^  Jr.^  Chief 


Section  6 Commodities 


Approximately  80  percent  of  the  $4o6  million  worth  of  food  used  .■'n  the 
School  Lunch  program  last  year  was  purchased  by  schools  from  their  local 
suppliers.  Such  purchases  are  made  with  funds  from  local  and  State  sources 
and  frcm  cash  assistance  provided  through  the  National  School  Lunch  Act. 
(P^LL.396,  June  4;,  1946:  79th  Congress).  However^  Section  6 of  that  Act 
provides  that  the  Secretary  of  Agriculture  may  use  a part  of  the  school 
lunch  appropriation  to  purchase  additional  foods  for  distribution  to  those 
schools  participating  in  the  National  School  Lirnich  Program.  It  is  anti- 
cipated that  approximately  $15  million  of  the  $83.2  million  appropriated 
may  be  spent  for  Section  6 purchases  in  the  fiscal  year  1958.  In  consider- 
ing the  commodities  to  bfe  purchased  mth  Section  6 funds y primary  emphasis 
is  placed  upon  foods  which  will  help  meet  the  requirements  of  the  Type  A 
lunch  and  provide  specific  nutrients _ such  as  Vitamin  A and  Vitamin  C^  which 
studies  show  are  often  lacking  in  children's  diets. 

In  addition  to  the  considerations  noted  above ^ it  is  fimdamental  in  the 
purchase  of  commodities  under  Section  6 that  the  Department  acquire  the  most 
food  for  the  dollar  spent.  For  this  reason  although  Section  6 purchases 
are  in  no  way  considered  as  surplus  removal^  market  conditions  do  play  an 
important  part  in  the  quantity  and  in  the  types  of  foods  nurchp„<=Lpri 

The  ccmnodities  wnich  have  been  purchased  for  distribution  during  the  iisca.1 
year  I956  include:  dried  apricots,  canned  cherries,  grapefruit  sections, green 
peas,  tomatoes  and  peanut  butter.  Other  commodities  may  be  acquired  to  com- 
plete this  year's  Section  6 program,  but  no  final  purchases  have  been  made. 

B.  FRUIT  AND  VEGETABLE  DIVISION  ---  S R Smith,  Director 

1.  Ac reage -Marketing  Guides 

Vegetable  Branch  K W.  Schaible , Chief 

Acreage -Marketing  Guides  for  Vegetables,  including  potatoes  and  sweetpotatoes , 
are  announced  each  year  by  the  U.  S.  Department  of  Agriculture  to  aid  growers 
in  development  of  their  planting  plans  according  to  seasons.  The  program 
provides  the  best  possible  estimates  of  the  acreage  of  particular  vegetables 
required,  with  average  yields,  to  supply  the  quantity  of  these  vegetables 
deemed  necessary  to  meet  the  market  needs  anticipated  for  the  coming  season. 

In  the  development  of  the  guides,  consideration  is  given  to  forecasts  of 
economic  conditions  together  with  such  information  as  stocks,  rates  of  dis- 
appearance, production  and  price  trends,  and  com]cetition  with  other  commodi- 
ties. -The  program  is  directed  toward  balancing  the  supply  of  each  vegetable 
with  the  demand  for  it.  While  compliance  is  voluntary  the  program  provides 
the  vegetable  industry  with  the  kind  of  basic  planning  that  every  big  and 
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successful  industry  undertakes  in  the  developnent  of  production  and  market- 
ing program  for  a year  ahead.  When  growers  have  kept  within  the  acreage 
levels  recommended  hy  the  Department,  few  marketing  difficulties  have  “been 
encountered.  Dissemination  of  the  guides  information  and  the  educational 
phases  of  the  program  are  carried  on  cooperatively  hy  the  Extension  Service 
and  the  Fruit  and  Vegetable  Division,  AMS. 

2.  Marketing*  Agreements  and  Orders 

Fruit  Branch  --  P.  A.  Nicholson,  Chief 
Specialty  Crops  Branch  --  J.  C.  Genske,  Chief 
Vegetable  Branch  K,  W.  Schaible,  Chief 

Federal  marketing  agreement  and  order  programs  regulate  the  handling  of 
agricultural  commodities  in  interstate  or  foreign  commerce.  They  may  also 
cover  intrastate  movement  which  burdens,  obstructs,  or  affects  interstate 
commerce.  These  programs  are  based  upon  the  Agricultural  Marketing  Agree- 
ment Act  of  1937/  as  amended.  They  reach  back  legislatively  beyond  1937/ 
however,  to  the  Agricultiaral  Adjustment  Act  of  1933/  and  their  legislative 
genesis  can  be  traced  farther  back  to  the  post-World  War  I,  and  even  prewar, 
cooperative  efforts  of  farmers  to  improve  the  quality  of  the  commodities 
marketed  and  to  balance  shipments  to  the  market  demand. 

Basically,  the  objective  of  a marketing  agreement  and  order  program  is  to 
increase  returns  to  producers , The  Congress  provided,  however,  that  the 
interests  of  consumers  were  tb  be  protected  also.  The  original  provisions 
of  the  Act  stated  that  it  was  the  declared  policy  of  Congress  to:  (I'T' 
establish  and  maintain  such  orderly  marketing  conditions  for  agricultural 
commodities  as  will  return  parity  prices  to  farmers,  and  (2)  protect  the 
the  interest  of  consumers  by  approaching  the  parity  level  gradually  and  by 
taking  no  action  for  the  purpose  of  maintaining  prices  above  parity.  Sub- 
sequently, this  policy  was  enlarged  to  authorize,  for  specified  commodities, 
the  establishment  of:  (l)  such  minimum  standards  of  quality  and  maturity 
and  such  grading  and  inspection  requirements  "as  will  be  in  the  public 
interest"  and  (2)  such  orderly  marketing  conditions  as  mil  proMde,  "in  the 
interests  of  producers  and  consumers,"  an  orderly  flow  of  supplies  to  market 
during  the  normal  marketing  season  "to  avoid  unreasonable  fluctuations  in 
supplies  and  prices . " 

A more  complete  discussion  of  these  programs  is  included  elsewhere  in 
this  Outlook  Conference  Fruit  and  Vegetable  Work  Session  Material. 

3 . Marketing  Clinic 

Fruit  Branch  P,A^  Nicholson,  Chief 

Vegetable  Branch  K.  W.  Schaible,  Chief 

Marketing  Clinic  Program 

The  Fruit  and  Vegetable  Division  has  undertaken  a marketing  clinic  program 
on  a limited  scale  for  the  express  purpose  of  assisting  the  indiistry  in 
analyzing  and  solving  its  own  marketing  problems . The  cliulns  ai*e  industry- 
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sponsored  with  some  assistance  from  the  Department  in  setting  up  the  pro- 
gram. They  may  he  national  in  scope  or  conducted  on  a,  local  or  regional 
basis.  Participants  may  be  made  up  of  growers  and  representatives  of  grower 
organizations,  bankers,  processors,  shippers,  and  handlers  or  representa- 
tives of  their  organizations,  extension  personnel,  university  and  experi- 
ment station  people  plus  interested  State  and  Federal  inspection  and  market- 
ing officials . The  program  is  set  up  to  encourage  participation  of  all 
those  present  and  to  bring  togethei-  the  latest  and  best  available  infoima- 
tion  on  production  and  marketing  of  the  various  fruit  and  vegetable  crops . 

This  includes  production  and  acreage  trends,  the  supply  and  demand  situation 
(foreign  as  well  as  domestic),  historical  price  data,  marketing  costs^  mer- 
chandising practices,  and  handling  and  storing  methods.  The  operation  of 
Sovemment  programs  such  as  marketing  agreement  and  orders,  surplus  removal 
through  Section  32  purchases,  School  Lunch  supply  with  Section  6 funds, 
export  subsidy,  and  other  diversion  programs  also  are  discussed  to  bring  out 
industry  reaction  to  them.  The  research  activities  of  industry.  State  and 
Federal  organizations  are  presented  and  discussed  toward  improving  the  present 
products  and  marketing  practices  as  well  as  developing  new  products  and  uses 
for  the  commodity  \mder  study.  All  this  information  is  developed  to  enable 
the  participants  to  discuss  and  attempt  to  solve  the  immediate  marketing 
problems  and  work  toward  the  solution  of  the  long-range  problems  as  well. 
Possible  solutions  to  the  marketing  problems  are  discussed  and  recommendations 
or  proposals  are  developed  by  the  group  for  positive  action  to  be  taken  in 
an  attempt  to  correct  the  immediate  situation  and  plan  a long  long-range 
pr%»gram. 

The  Fruit  Branch  has  participated  this  past  year  in  marketing  clinics  with 
the  citurs  industry.  Eastern  apple  industry,  the  lemon  industry,  and  the 
Kadota  fig  industry.  It  is  contemplated  that  the  marketing  clinic  program 
may  be  extended  to  seme  of  the  other  fruit  industries  where  distribution  and 
surplus  problems  arise . Annual  clinics  may  be  extended  to  some  of  the  in- 
dustries other  than  the  citrus  and  Eastern  apple  group  which  have  been  con 
ducted  on  an  annual  basis. 

\ 

As  its  initial  project  under  this  program,  the  Vegetable  Branch  is  cooperating 
with  the  Extension  Service  in  a survey  in  25  counties  in  East  Texas  with  the 
purpose  of  developing  a more  effective  marketing  program  for  vegetables  in 
the  area.  Requests  have  been  received  and  similar  work  is  contemplated  in 
several  other  States . 

4.  Section  32  Surplus  Removal 

Fruit  Branch  P.  A.  Nicholson^  Chief 

Specialty  Crops  Branch  J.  C Genske,  Chief 

Vegetable  Branch  K.  W.  Schaible,  Chief 

Section  32  of  Public  Law  No.  320,  74th  Congress,  as  amended,  provides 
authority  for  lending  a degree  of  stability  to  the  marketing  of  fruits  and 
vegetables . Money  available  for  this  purpose  can  be  used  when  the  situation 
wari^nts  for  (l)  encouraging  exports  by  the  payment  of  export  benefits  or 
of  indeimiltles  for  losses  in  connection  with  such  exports;  (2)  encoumging 
dcmestic  cousuiuphi i>:t  by  diverting  the  crranodlty  from  the  uoimal  channels  of 
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trade  oi'  by  purchases  and  donations  to  the  school  lunch  program^  eJigible 
institutions^  and  for  relief  purposes^  or  (3)  making  payments  to  farmers 
in  connection  vith  normal  production  for  domestic  consmption  in  order  to 
reestablish  faimer's  purchasing  power.  No  fruit  or  vegetable  programs 
have  been  carried  out  under  Clause  (3)  in  recent  years.  In  administering 
operations  under  Section  32^  the  Department's  objectives  are  to  provide 
liniited  price  assistance  to  farmers  confronted  with  price  depressing  sur- 
pluses, to  expand  foreign  markets  for  surplus  American  farm  products,  to 
improve  the  diets  of  school '.children  and  needy  persons,  and  to  encourage 
new  uses  or  new  markets  for  commodities  diverted  from  the  normal  channels 
of  trade . 

In  attaining  these  objectives  for  fruits  and  vegetables,  operating  methods 
are  kept  relatively  simple.  In  an  export  program,  the  exporter  is  informed 
as  to  the  amount  of  the  export  payment  established  per  unit.  Foreign  buyers 
may  then  buy  from  their  domestic  suppliers  at  prices  below  domestic  market 
prices,  by  the  amount  of  the  subsidy.  The  transaction  is  handled  through 
regular  trade  channels,  and  after  export  the  supplement<aiy  expert  pp.^ment 
may  be  claimed. 

Commodities  purchased  in  an  area  of  surplus  are  bought  by  USDA  field  per- 
so>5inel,  generally  from  growers,  grower's  agents,  or  grower  associations. 
Quantity  purchases  is  limited  to  that  which  can  be  utilized  in  the  school 
Innch  program  and  by  eligible  institutions.  Section  32  funds  are  used  to 
pay  als®-  for  shipping  the  commodity  to  central  receiving  points  within 
States,  and  State  distributing  agencies  take  over  the  job  of  allocating  to 
eligible  recipient  organizations.  In  a diversion  program,  the  government 
does  not  acquire  3\'7nership  of  the  commodity  but  makes  a payment  to  the 
diverter  conditioned  upon  his  use  of  the  coinmcdity  in  the  approved  outlet. 
Outstanding  advantages  of  this  type  of  program  in  instances  of  heavy 
Gurp.lus  are  the  high  rate  of  disappearance  obtained  per  dollar  expenditure 
(usually  no  grading, packing  or  transportation  costs),  coupled  with  the  fact 
that  lower  qrialities  tend  to  go  to  the  diversion  outlet  leaving  the  better 
qual.i+ies  for  commercial  trade.  The  principal  benefit  to  growers  is  the 
ov^r-all  improvement  in  market  prices  expected  to  be  obtained  by  disposal 
of  the  surplus . 

Certain  factors  are  required  to  be  considered  before  undertaking  such  assist- 
ance. These  factors  are;  (l)  The  supply  of  the  commodity  in  relation  to 
the  demand  therefor,  (2)  The  price  levels  at  which  other  cemmedities  are 
Deing  supported,  (3)  The  availability  of  funds,  (^)  The  perishability  of  the 
commodity,  (5)  The  importance  of  the  commodity  to  agriculture  and  the 
national  economy,  (6)  The  ability  to  dispose  of  stocks  acquired  through  a 
price  support  operation,  (7)  The  need  to  offsetting  temporary  losses  of 
export  markets,  and  (8)  The  ability  and  willingness  of  producers  to  keep 
supplies  in  line  with  demands.  In  the  case  of  fresh  vegetables,  Section 
32  operations  generally  may  be  carried  out  orlLy  in  areas  where  extent  of 
plantings  is  in  substantial  compliance  with  the  Department 's  Aci^eage- 
Marketing  Guides . These  guides  are  issued  seasonally  as  an  aid  to  growers 
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in  the  preparation  of  their  production  and  marketing  plans.  Also^  for  bot.h 
fruits  and  vegetables  a substantial  portion  of  the  crop  must  remain  to  be 
harvested.  Surplus  removal  operations  are  not  undertaken  to  .clean  up  tag- 
end  supplies.  .Other  factors  may  require  consideration  according  to  the 
specific  situation.  From  the  long  range  point  of  view^  however,  these 
price -assistance  arid  surplus  removal  activities  work  to  encourage  the  in- 
dustry to  solve  its  own  price -supply  problems  and  should  minimize  the  "i..  s 
possible  tendency  for  subsequent  crops  to  be  planted  with  government  price 
assistance  primarily  in  mind. 

MARKETING  RESEARCH  DIVISION  ---  H.  C.  Trelogan,  Director 

C,  The  Agricultural  Marketing  Service  administers  or  participates  in  the 
administration  of  broad  agricultural  marketing  research  and  development 
programs.  These  are  aimed  at  increasing  the  efficiency  with  which  agri- 
cultural products  are  taken  in  the  raw  state  from  the  farm  and  placed  in 
the  hands  of  consumers  in  the  forms ^ at  the  times ^ and  in  the  places 
desired  by  consumers.  Research  methods  are  applied  to  the  solution  of 
marketing  problems  such  as  improving  quality reducing  costs and  expanding 
outlets  for  agricultural  products.  This  involves  research  on  the  assembly^ 
transportation^  storage ; handling^  packaging^  distribution,  and  pricing  of 
farm  products,  and  the  structure,  financing,  and  organization  of  domestic 
markets.  There  are  four  branches  in  the  Marketing  Research  Division. 

- r 

The  Market  Development  Branch,  R.  M.  Walsh,  Chief,  conducts  marketing  re- 
search relating  to  new  and  expanded  market  outlets  for  agricultural  products. 
It  emphasizes  market  potentials,  economic  aspects  of  expanded  outlets  for 
new  or  established  products,  economic  feasibility  of  waste  disposal  and 
byproduct  utilization,  consumer  preferences,  new  market  outlets  through 
distribution  programs,  and  methods  and  practices  to  improve  the  merdhandis- 
ing  of  agricultural  products.  The  activities  of  the  Branch  are  conducted 
through  four  Sections  --  Market  Surveys,  Product  Development,  Merchandising 
Methods,  and  listribution  Programs  Research. 

The  Biological  Sciences  Branch,  W.  T.  Pentzer,  Chief,  conducts  marketing 
research  relating  to  the  measurement,  protection,  and  improvement  of  quality 
of  agricultural  products  as  they  pass  through  the  marketing  system.  Its 
emphasis  is  on  physiological,  biochemical,  pathological,  and  entomological 
problems,  and  on  the  physical  and  biological  evaluation  of  quality  factors. 
The  work  of  the  Branch  is  aimed  at  reducing  marketing  costs  through  improved 
quality  and  acceptability  of  farm  products  and  reduction  of  waste  and  spoil- 
age. This  work  includes  improving  storage  methods,  developing  new  devices 
and  methods  for  determining  product  quality,  and  appraising  the  adequacy 
of  grades  and  standards.  The  activities  of  the  Branch  are  conducted  through 
three  Sections  --  Quality  Maintenance  and  Improvement,  Quality  Evaluation, 
and  Stored-Product  Insects . 


The  Transportation  and  Facilities  Branch,  W.  C.  Crow^  Chiefs  conducts 
marketing  research  with  emphasis  on  econcralc  and  engineering  research 
relating  to  transportation;,  wholesaling  and  retailing,,  handling  and 
facilities^  and  market  facility  planning.  The  work  is  directed  tov/ard 
improving  methods^  equipment,,  and  facilities  for  transporting,  handling, 
storing  and  distributing  farm  and  food  products  in  order  to  inci’ease  the 
efficiency  of  marketing.  The  activities  of  the  Branch  are  conducted 
through  four  Sections  --  Marketing  Facility  Planning,  Transportation, 
l"Jlio.i.esaling  and  Retailing,  and  Handling  and  Facilities  Research. 

The  Market  Organization  and  Costs  Branch,  D.  E.  Deloach,  Chief,  conducts 
marketing  research  with  emphasis  on  economic  and  cost  analysis  studies.  Its 
work  relates  to  the  marketing  of  specific  agricultural  commodities,  the 
organization,  stiaicture,  and  practices  of  ccminodity  markets,  and  information 
al,  statistical,  and  other  services  needed  for  the  management  of  market 
firms.  The  Branch  develops  facts  relating  to  marketing  practices,  channels, 
and  organizations  and  their  impact  on  costs;  regularly  measures  the  changes 
in  farm-to-retail  price  spreads  on  food  and  fibers;  and  analyzes  marketing 
costs  and  relates  the  cost  of  service  to  the  sei-vice  rendered.  It  compares 
costs  and  develops  standards  of  efficiency  to  aid  farmers  and  marketing 
agencies  in  reducing  marketing  costs  and  in  improving  services  and  effect- 
ing economies  in  the  use  of  resources.  The  activities  of  the  Branch  are 
conducted  through  nine  Sections  --  Daiiy,  Fruit  and  Vegetables,  Livestock, 
Fibers,  Special  Crops,  Poultry,  Market  Structure  and  Practices,  Marketing 
Information  and  Statistics,  and  Grains  and  Feeds, 
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^ WORLD  RICE  PRODUCTION  AND  TRADE' 1/ 

Production 

The  1955-56  world  rice  crop,  excluding  Communist  China,  North  Korea,  and 
the  Soviet  Union,  is  the  second  largest  on  record.  The  current  year’s 
harvest  is  forecast  at  2,700  million  cwt.  of  rough  rice,  an  increase  of  3 
percent  over  last  year  and  only  about  2^  percent  below  the  all-time  record 
in  1953-54.  This  year’s  large  crop  is  due  both  to  increased  acreage  and  to 
higher  yields  per  acre. 

The  total  Asian  production  increased,  despite  floods  in  India  and  Pakistan. 
Japan  reports  a record  crop,  Europe  and  South  AiTaerica  also  indicate  gains 
over  last  year.  North  America  is  the  only  continent  reporting  a smaller 
crop.  In  the  United  States  acreages  decreased  624,000  acres  and  small 
declines  occurred  in  Cuba  and  the  Dominican  Republic. 

Trade 

The  increase  in  the  total  world  rice  crop  does  not  necessarily  indicate  a 
corresponding  gain  in  the  volume  of  international  trade  in  rice.  In  the 
postwar  period,  only  about  5 percent  of  world  production  has  moved  in  world 
trade  channels.  Such  factors  as  the  price  relationships  with  other  cereals, 
policies  of  importing  governments,  and  variation  in  national  levels  of  per 
capita  c'nsunption  exert  far  more  influence  on  the  amount  of  rice  moving  in 
trade  than  the  changes  in  total  world  production. 

World  trade  in  rice  still  is  only  slightly  over  50  percent  of  the  prewar 
average.  As  a result  of  a world  shortage  in  rice  in  the  early  postwar 
period,  and  higher  prices  later,  at  a time  when  exportable  supplies  did 
beccme  available,  many  importing  countries  turned  to  substitutes,  including 
other  cereals.  This  shift  is  illustrated  by  a comparison  of  total  imports 
of  all  cereals,  including  rice,  into  Asian  countries  during  the  prewar  and 
postwar  periods.  Before  VJorld  War  II,  Asia  imported  approximately  8 million 
tons  of  cereals,  of  which  rice  accounted  for  about  7 million.  Now,  nearly 
20  years  later,  total  cereal  imports  have  reached  around  11  million  tons, 
with  rice  amounting  to  4 million  tons. 

In  1954,  world  trade  in  rice  increased  moderately.  Complete  data  for  1955 
are  not  yet  available,  but  it  appears  that  there  may  be  a further  slight 
gain.  A development  during  1955  has  been  the  negotiation  of  a number  of 
barter  agreements  between  Asian  rice  exporters  and  the  U.S.S.R. , the 
Ili»pean, satellites,  and  Communist  China.  If  rice  continues  to  move  under 
^sxfch  arraiigerngints,  a fairly  substantial  amoiznt  imight  go  to  these  areas 


1/  Prepared  for  the  3956  Agricultui'al  Outlook  Conference  held  in  VJashington, 
D.C.,  November  28  - December  1,  1955. 
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which  have  not  imported  large  quantities  since  prev;ar.  Some  of  the  rice 
involved  may  be  low-quality  and  used  for  animal,  feed  and  industrial 
purposes, 

A substantial  increase  occurred  during  1955  in  the  mov  ment  of  low-quality 
rice  and  by-products  for  animal  feed.  The  destinations  of  such  shipments 
have  been  chiefly  Hong  Kong  and  V/estern  Europe,  Prior  to  World  War  II, 
Europe  was  a substantial  importer  of  rice  and  rice  by-products  for  feed, 
but  this  is  the  first  year  since  prewar  that  any  sizable  quantities  have 
been  sliipped  to  these  areas  for  this  purpose.  Such  shipments  in  1955  were 
largely  the  resiolt  of  lower  prices  and  aggressive  sales  promotion  on  the 
part  of  Asiatic  exporting  countries. 

Importing  countries  with  rigid  controls  on  imports  of  rice  and  other  cereals 
have  not  increased  rice  imports  to  any  extent  following  a decline  in  world 
rice  prices  which  took  place  during  1954-55.  It  is  apparent  that  some 
importers  are  awaiting  the  possibility  of  further  downward  adjustments  which 
would  make  a still  more  favorable  price  relationshj.p  with  other  cereals. 
Another  factor  in  limiting  imports  is  the  competition  in  rice- importing 
countries  for  funds  to  carry  out  ambitious  plans  for  economic  development. 

Exports  for  1955-56  are  uncertain  at  this  time.  If  exports  reach  as  much 
as  23  million  evrt.,  in  terms  of  rough  rice  (16  million  bags  of  milled  rice), 
the  carry-over  n August  1,  1956,  would  total  almost  29  million  cwt.,  or  a 
little  higher  than  in  1955.  Exports  totaled  9,8  million  cwt.  in  terms  of 
milled  rice  in  1954-55,  and  17.2  million  in  the  peak  year  of  1952-53, 

Stocks 


The  stocks  held  by  Asian  exporters  at  the  end  of  1955  will  be  considerably 
smaller  than  a year  earlier.  In  December  1954,  Thailand  had  stocks  of  about 

600.000  tons  of  milled  rice  - a considerable  portion  of  which  was  poor- 
quality,  or  "broken."  This  compares  with  a satisfactory  carry-out  of  about 

200.000  tons.  At  the  end  of  1955,  Thailand  will  have  practically  no  carry- 
over in  the  form  of  exportable  stocks. 

At  the  end  of  1954,  Burma  had  a carry-over  of  more  than  800,000  tons,  a 
large  part  of  which  was  poor-quality,  Burmese  carry-over  on  December  31, 
1955  will  be  450,000  to  500,000  tons  of  milled  rice,  or  even  lower.  Much 
of  this  will  be  1954  crop  rice  which  is  of  better  quality  than  the  carry- 
over stocks  a year  ago.  A satisfactory  carry-over  for  Burma  would  also  be 
about  200,000  tons. 

Last  year  Pakistan  had  over  a 200,000-ton  surplus.  Recently,  because  of 
flood  losses,  this  country  temporarily  embargoed  further  shipments  of  rice. 

On  the  other  hand,  stocks  in  the  expiorting  countries  of  Europe  and  the 
Western  Hemisphere  have  increased.  However,  the  largest  stocks  are  located 
in  the  United  States,  where  on  August  1,  1955,  they  were  about  850,000  tons 
as  compared  with  250,000  tons  a year  arlier.  The  United  States  holds  more 
than  half  of  the  world's  export  availability. 


Prices 
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The  following  comparison  on  the  basis  of  September— October  prices  of  milled 
rice  in  1954  with  those  of  the  same  period  in  1955  shows  some  weakening  in 
these  exporting  countries: 


Burma 

S^IS  - 42^  brokens 
Thailand 
20%  brokens 
Italy 

Originario  5%  brokens 


Sept. -Oct,  1954 
100  pounds 

' 16.25 
6.10 
8.00 


Sept. -Oct.  1955 
100  pounds 

$5.25 

5.48 

6.21 


In  view  of  the  large  stocks  held  in  the  United  States,  this  country  assumes 
an  important  role  in  preventing  world  prices  from  dsclining  significantly. 

Outlook for  United  States  Rice 


The  key  to  the  problem  of  maintaining  United  States  rice  acreage  lies  in  the 
ability  to  export  rice  to  Asia.  If  we  are  to  avoid  continued  drastic  re- 
strictions on  acreage,  we  need  to  export  annually  some  10  million  bags  of 
United  States  rice  to  that  area.  If  Japan  buys  from  us  an  average  of  4.0 
to  6-5  million  bags,  there  remains  some  3.5  to  6.0  million  bags  to  be  disposed 
of  in  other  countries.  With  current  freight  rates  now  sharply  above  rates 
in  1954  and  with  United  States  prices  relatively  higher  than  world  prices, 
this  may  be  difficult  to  achieve.  Ctoe  factor  will  be  the  policy  of  importing 
countries  as  to  increasing  rice  imports  relative  to  the  size  of  the  total 
cereal  deficit.  Another  is  a decision  as  to  whether  they  will  build  national 
stocks  in  order  to  create  a greater  stability.  Decisions  to  increase  such 
stocks  may  not  be  taken  unless  importers  believe  that  no  further  declines 
will  occur  in  rice  prices. 


UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Agricultural  Marketing  Service 
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'T  UNITED  STATES  SUPPLIES  OF  WHEAT  BY  CLASSES  y 


Supplies  of  wheat  in  the  United  States  are  at  record  high  levels, 
with  carryover  stocks  July  1,  1955  of  hard  red  winter  and  white  wheat 
very  large,  those  of  hard  red  soring  moderately  large,  and  soft  red  winter 
still  above  average . However,  durum  stocks  are  below  average  reflecting  re- 
duced production  resulting  from  damage  from  15B  rust. 

The  carryover  for  July  1,  1956  is  expected  to  show  a further  in- 
crease in  hard  red  vdnter,  hard  red  spring  and  white  wheat,  with  a re- 
duction in  soft  red  winter  and  no  material  change  in  the  below  normal 
stocks  of  durum. 

Table  1 shews  the  July  1 carryover  for  1951^  and  1955>  with  1956 
projected,  and  the  change  between  1955  and  1956.  Table  2 shows  the  esti- 
mated supply  and  distribution  upon  which  table  1 is  based,  and  shows 
cor^jarative  data  beginning  with  19lil. 


Table  1.-  Wheat:  Estimated  carryover  by  classes,  July  1,  195U-56 


Class 

1951 

• 

i 1955 

• 

• 

1956 

1 Change,  1956 
from  1955 

Million 

Million 

Million 

Million 

bushels 

bushels 

bushels 

bushels 

Hard  red  winter 

535 

666 

687 

+ 21 

Soft  red  winter 

70 

60 

3h 

- 26 

Hard  red  spring 

188 

160 

182 

+ 22 

Ourum 

5 

3 

3 

0 

White  : lOh 

132 

137 

+ 5 

t 

Total  : 902 

1,021 

l,0ii3 

+ 22 

Each  class  has  its  particular  food  uses.  Hard  red  spring  and  hard 
red  winter  ^dieats  are  suited  especially  for  bread  flour  when  they  contain 
relatively  large  ainounts  of  protein  of  desirable  quality,  and  have  other 
properties  needed  in  bread  baking.  Soft  red  winter  and  soft  white  flour 
are  both  generally  low  in  protein,  and, because  of  this  characteristic,  are 
especially  suitable  for  pastry,  crackers,  biscuits,  and  cakes.  Durum  wheat 
is  processed  into  semolina,  a coarse  grind,  which  is  used  in  making  macaroni 
and  spaghetti,  and  related  products.  The  various  classes  of  wheat  are 
produced  in  four  wheat-producing  areas,  which  overlap  considerably.  These 
are  shown  in  the  accompanying  chart. 

^e^red  ^or  the  1956  Agricultural  Outlook  Conference  held  in  ’Washing- 
ton, D.C,,  November  28-December  1,  1955. 
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Table  2 Estimated  suppply  and  distribution  of  wheat,  by  classes,  continental  United  States,  1951-55  1/ 
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'CHANGES  IN  COTTON  PRODUCTION 


Y 


This  statement  was  prepared  in  Production  Economics 
Research  Branch,  Agricultural  Research  Service,  for 
use  in  the  33rd  Annual  Outlook  Conference, 


As  a basis  for  looking  at  the  longer  term  cotton  production  situation,  it  is 
desirable  to  examine  and  analyze  trends,  to  evaluate  recent  changes,  and  to 
appraise  new  developments. 

Significant  changes  have  occurred  in  cotton  production  in  the  United  States 
during  the  last  25  years.  Great  reductions  in  acreage  have  been  accompanied 
by  large  increases  in  yields  per  acre.  During  the  1928-32  period,  an  aver- 
age of  about  41.4  million  acres  were  planted  to  cotton  annually  in  the 
United  States.  They  produced  about  14.7  million  bales.  During  1950-54  an 
average  of  about  23.8  mi  I lion  acres  were  i n cotton  and  14.1  million  bales 
were  produced.  Yields  of  lint  have  increased  from  an  average  of  about  170 
pounds  (per  acre  in  cultivation  July  I)  during  1928-32  to  about  295  pounds 
during  1950-54  - an  increase  of  125  pounds  per  acre,  or  about  70  percent. 

The  major  objective  of  this  paper  is  to  analyze  the  change  in  cotton  yields. 
Among  the  more  important  factors  associated  with  increased  yields  are: 

Shifts  in  acreage  among  areas,  increased  use  of  fertilizer,  irrigation,  more 
effective  insect  control,  selection  of  land  for  cotton  growing  on  individual 
farms,  and  other  improved  practices  which  include  new  varieties  and  better 
till  age . 


Shifts  in  Acreage  Among  Production  Areas 

The  trends  in  acreage,  yield,  and  production  have  not  been  the  same  among 
areas  (tables  I,  2,  and  3).  During  the  last  25  years  there  has  been  a con- 
siderable shift  among  areas.  For  example,  in  1928-32  only  3.2  percent  of 
the  total  United  States  crop  was  produced  in  the  irrigated  areas  of  the  Far 
West,  compared  with  20.7  percent  during  1950-54  (table  2).  The  Delta  areas, 
the  High  Plains,  and  the  Lower  Rio  Grande  Valley  areas  of  Texas  also  have 
increased  their  proportion  of  the  total  production.  In  general,  these 
areas  have  yields  considerably  above  the  United  States  average.  The  shift 
in  acreage  among  areas  accounts  for  about  30  pounds  of  the  total  increase 
of  125  pounds  per  acre  between  the  two  periods. 


Increased  Use  of  Fertilizer 

There  has  been  an  increase  in  the  proportion  of  the  cotton  acreage  receiv- 
ing fertilizer  as  well  as  higher  rates  of  application  on  the  acreage 
fertilized  (table  4).  An  average  of  85  pounds  of  fertilizer  was  used  per 
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acre  of  cotton  planted  during  1928-32  compared  with  an  average  of  about 
195  pounds  during  the  1950-54  period.  Furthermore,  the  plant  nutrient 
content  of  the  fertilizer  was  considerably  higher  during  the  latter  period. 
The  increased  use  of  fertilizer  probably  accounts  for  about  50  of  the  125 
pound  increase  in  yields  between  the  two  periods.  Even  so,  it  appears 
that  the  rate  of  application  is  considerably  below  optimum. 

Analysis  of  yield  responses  to  fertilizer  may  give  some  clews  as  to  the 
profitability  of  higher  rates  of  applications.  Table  5 shows  calculated 
yields  at  different  rates  of  application  of  plant  nutrients.  This  analysis 
indicates  that,  at  1954  rates  of  application  of  fertilizer  (about  80  pounds 
of  nutrients)  and  current  prices,  an  additional  dollar  spent  for  fertilizer 
would  result  in  an  additional  yield  worth  $5  after  deducting  harvesting  and 
ginning  costs.  It  is  estimated  that  marginal  return  is  equal  to  3 times 
marginal  costs  with  an  application  of  224  pounds  of  nutrients  per  acre. 

With  average  weather  and  good  production  practices,  this  rate  of  fertiliza- 
tion would  give  a calculated  yield  of  about  560  pounds  of  lint  per  acre. 

This  is  more  than  200  pounds  above  the  average  yield  obtained  in  the  7 States 
during  1953-54.  Apparently  it  is  reasonable  to  expect  a continuation  of  the 
increase  in  the  rate  of  fertilization  which  likely  will  result  in  still 
higher  yields  of  cotton. 


Selection  of  Land 

As  the  acreage  of  cotton  has  decreased  the  selection  of  the  best  adapted 
land  for  cotton  growing  on  individual  farms  has  been  an  important  factor  in 
increasing  yields  on  individual  farms  and  in  areas.  However,  selection  of 
land  on  individual  farms  probably  will  not  contribute  as  much  to  additional 
increases  in  yield  in  the  future  as  it  has  done  during  the  last  25  years. 


I rriqation 

In  the  low  rainfall  areas  of  the  Far  West  irrigation  is  necessary  for  pro- 
duction of  cotton  and  the  acreage  of  cotton  nas  increased  as  irrigation 
facilities  expanded.  In  other  areas,  irrigation  is  relatively  new.  For 
example,  in  the  High  Plains  cot+on  area  of  Texas,  little  or  no  cotton  was 
irrigated  in  the  early  forties  whereas  in  1953  it  is  estimated  that  about 
1.7  million  acres  of  cotton  were  irrigated.  This  has  increased  the  yields 
of  lint  in  this  important  cotton  area.  There  is  much  interest  in  irriga- 
tion of  cotton  in  other  areas  in  the  humid  regions.  It  is  likely  that  this 
practice  will  increase  in  future.  If  so,  it  will  increase  yields. 


I nsect  Contro I - Gu I t ura I Practices 


It  is  difficult  to  assess  the  exact  contribution  of  individual  practices, 
such  as  insect  control,  better  varieties  of  seed  and  better  tillage  methods, 
to  increased  cotton  yields.  But  it  is  known  that  they  have  had  an  important 
effect  and  they  they  are  likely  to  continue  to  increase  yields  substantially 
in  the  future, 

I n summary , this  analysis  indicates  that  there  are  strong  reasons  for 
believing  that  per  acre  yields  of  cotton  will  continue  to  increase  even 
though  recent  increases  have  been  rather  substantial. 
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Table  I,-  Cotton  acreage  for  specified  5-year  periods  by  major  production  regions^ 

as  a percentage  of  the  1928-32  average 


Cotton  production  areas 

1928-32 

average 

Percentage  of 

1933-37  : 1938-42: 

1928-32 

1943-47= 

average 

1950-54 

1,000 

acres 

Percent 

Percent 

Percent 

Percent 

Eastern  Coastal  Plain 

4,834 

77.8 

61.7 

43.6 

52.3 

P i edmont 

3,085 

74.0 

57.6 

44.8 

30.8 

Limestone  Va 1 1 eys 

1,  131 

74.  1 

59.3 

55,9 

52.4 

Sand  Mounta i n 

338 

72.2 

59.7 

62.  1 

51.1 

Black  Belt  (Alabama  and  Mississippi) 

1,028 

71.0 

55.2 

45.2 

40.9 

Other  Southeast 

133 

83.  1 

62.4 

35.5 

33.6 

Clay  Hills 

1,520 

77.2 

61.6 

52.8 

48.7 

Brown  Loam 

1,643 

79.4 

66.3 

59.2 

59.5 

Delta 

4,866 

81.5 

69.  1 

63.9 

79.3 

Arkansas  River  Valleys  and  Uplands 

1,264 

72.6 

52.6 

33.9 

16.4 

//estern  Sandy  Coastal  Plain 

5,564 

70,5 

48.3 

25.5 

17.7 

Other  Mi d-South 

339 

86.6 

63.6 

43.3 

34.2 

Lower  Rio  Grande  Valley 

214 

83.8 

92.5 

1 17.8 

300.0 

Corpus  Christ! 

414 

82.6 

59.3 

46.8 

65.7 

Coastal  Prairie 

789 

82.  1 

56.2 

46.0 

55.0 

Blackland  (Texas) 

5,262 

74.  1 

51.0 

47.  1 

45.4 

Rolling  Plains 

5,287 

76.3 

50.8 

43.2 

54.7 

High  Plains 

1,239 

91.5 

84.8 

80.  1 

176.0 

Western  Irrigated 

626 

1 13.8 

121.6 

120.5 

336.8 

Other  Southwest 

3,648 

80.3 

48.  1 

29.2 

40.3 

U.  S.  total 

41,424 

77.7 

58.4 

47.9 

56. 1 
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Table  3.- 


Yield  per  acre  of  cotton  in  cultivation  July  I for  specified  periods 
as  a percentage  of  1928-32  average  yield 


Cotton  production  areas 

1928-32 

average 

yield 

Percentage  of  1928-32  average 

1933-37  . 

1938-42  . 

1943-47 

1950-54 

Pounds 

Percent 

Percent 

Percent 

Percent 

Eastern  Coastal  Plain 

190 

127.9 

121  . 1 

151 . 1 

149.3 

P i edmont 

214 

1 10.3 

123.9 

140.6 

124.4 

Limestone  Va 1 1 eys 

204 

1 17.2 

135.3 

165.7 

137.4 

Sand  Mounta i n 

246 

1 19.  1 

151.6 

166.  1 

130.5 

Black  Belt  (Alabama  and  Mississippi)  138 

137.  1 

120.0 

181.4 

186.8 

Other  Southeast 

202 

124.4 

122.  1 

130.  1 

144.  1 

Clay  HM  1 s 

171 

125.6 

123.2 

165.1 

166.7 

Brown  Loam 

187 

126.7 

161.6 

169.2 

193.6 

De  1 ta 

225 

125.3 

172.4 

164.6 

165.8 

Arkansas  River  Valley  and  Uplands 

140 

92.3 

155.6 

122.4 

135.0 

Western  Sandy  Coastal  Plain 

136 

102.6 

1 16.3 

1 12.  1 

136.0 

Other  Mid-South 

175 

105.7 

154.7 

152.9 

160.0 

Lower  Rio  Grande  Valley 

153  : 

126.  1 

139.9 

195.7 

200.0 

Corpus  Christi 

192 

100.5 

121.4 

127.2 

122.4 

Coastal  Prairie 

188 

89.6 

105.6 

1 10.5 

156.9 

Black  land  (Texas) 

147 

96.6 

104.5 

99.5 

106.8  ' 

Rolling  Plains 

133 

84.4 

123.3 

103.2 

94.0 

High  Plains 

129 

1 12.7 

145.3 

145.9 

169.8 

Western  Irrigated 

364 

128.8 

141.2 

142.3 

189.3 

Other  Southwest 

127 

86.8 

1 1 1 .3 

1 12.6 

129.9 

U.  S.  Total 

170 

1 13.  1 

139.3 

150.8 

158.8 

7-,- 


Table  4.-  Fertilizer  used  on  cotton^  United  States,  selected  periods 


Per i od 

Proportion  of 
acreage  receiv- 
i ng  f ert i 1 i zer 

Fert  i 

izer  used 

Per  acre 
rece i v i ng 
fert i 1 i zer 

Per  acre 
in  cu 1 t i vat i on 
July  1 

Percent 

Pounds 

Pounds 

1928-32 

34 

245 

85 

1933-37 

31 

257 

80 

1938-42 

43 

284 

123 

1943-47 

47 

331 

154 

1950-54 

56 

346 

194 

Table  5.-  Estimated  rates  of  application  of  plant  nutrients  to  obtain  specified 
marginal  returns  per  dollar  spent  for  fertilizer,  and  associated 


yields 

of  lint 

cotton  per 

acre  - 

7 Southern  States  \J 

Marginal  2^/ 
returns  per 

Rates  of  application 

per  acre 

: Calculated  : 

: yields  : 

Additional  yield 
per  pound  of 

do  1 lar  spent 
( do  1 lars) 

N 

; P2O5  ; 

K^O 

■ Total 

: per  : 

: acre  ; 

add i t iona 1 
nutrients 

Pounds 

Pounds 

Pounds 

Pounds 

Pounds 

Pounds 

1 .00 

167 

141 

139 

447 

734 

0.60 

2.00 

122 

96 

98 

316 

655 

1 .02 

3.00 

92 

64 

68 

224 

561 

1 .46 

4.00 

61 

33 

37 

131 

425 

2.04 

5.00 

3/ 

36 

24 

21 

81 

4/  323 

1/  N . C . 

, S.  C. 

, Ala., 

Ga.,  Miss. 

, Ark., 

and  La. 

Th i s ana  lysis 

i s based  pr imar- 

i ly  on  material  derived  from  estimates  of  cotton  yield  response  to  varying  rates  of 
application  of  fertilizer,  as  reported  in  USDA  Handbook  68,  Fertilizer  Use  and 
Crop  Yields  in  the  U.  S.,  Dec.  1954. 

2/  At  24  cents  per  pound  for  lint  cotton  (after  taking  into  account  seed  credit 
and  deducting  harvesting  and  ginning  costs),  13  cents,  10  cents  and  six  cents  per 
pound  for  N,  P2O5,  and  K2O,  respectively. 

3/  Return  per  dollar  spent  at  estimated  1954  rates  of  application. 

4/  Reported  1953-54  average  yield  in  these  States  is  338  pounds. 
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War  II.  Much,  but  not  all,  of  this  increase  in  yield  can  be  attributed  to  tomatoes.  Processing  tomato  acre 
age  increased  rapidly  in  California  during  the  war.  Yield  per  acre  in  that  State  started  on  a phenomenal 
upv/ard  trend  in  1946.  After  the  war,  the  acreage  declined  in  all  other  principal  producing  States  except 
Florida,  As  a result,  California  will  have  about  37  percent  of  the  acreage  and  61  percent  of  the  production 
of  this  crop  in  1955. 


PRODUCTION  CONSIDERATIONS 
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Table  2.  - Prodnction  by  seasons  of  principal  coinrnercial  vegetables  for  fresh  market 

including  quantities  not  marketed.  United  States,  1939-55 
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CABBAGE  PRODUCTION  RELATIVELY  STABLE 


Fable  U.  - Cabbage  production,  19U9-?5 
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Since  1949,  it  has  fluctuated  from  about  1,0  million  to  1.5  million  tons  with- 
t following  a definite  trend.  Increasing  production  in  Wisconsin,  Minnesota,  Idaho  and  Oregon  has 
unterbalanced  a downward  trend  in  Maine,  Ohio,  Indiana,  Iowa  and  Maryland.  Although  use  of  sweet 
rn  by  freezers  has  increased  sharply  in  recent  years,  over  80  percent  of  that  processed  is  used  by  canners. 
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Tabic  8,  - Onion  production  and  January  1 stocks,  crop  years  19h9~^^ 
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Table  9»  - Green  pea  production,  19U9-55 
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^PRODUCTION  CONSIDERATIONS 


IN  THE  1956  FRUIT  AND  TREE  NUT  OUTLOOK 
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Prepared  for  the  33rd  National  Outlook  Conference, 
Nov.  28  - Dec.  1,  1955,  by  the  Fruit  and  Vegetable 
Statistics  Branch,  Agricultural  Estimates  Division, 
Agricultural  Marketing  Service, , U.  S,  D.  A. 


PRODUCTION  CONSIDERATIONS 


IN  THE  1956  OUTLOOK  FOR 
FRUITS  AND  TREE  NUTS 


The  level  of  total  fruit  production  in  the  United  States  has  increased 
ahout  17  percent  during  the  past  15  years,  while  population  during  this 
period  has  increased  about  24  percent . This  neans  that  per  capita  pro- 
duction of  fruits  has  been  declining  for  several  years  despite  higher 
consuner  purchasing  power. 

The  total  production  of  citrus  fruits  has  increased  70  percent  since  1939, 
despite  severe  freeze  damage  in  several  producing  areas  during  this  period. 
This  upward  trend  in  citrus  production  is  expected  to  continue  for  several 
years  but  at  a slower  rate  of  increase . Florida  continues  to  expand  in 
bearing  capacity,  both  from  new  plantings  and  increasing  size  of  trees. 

The  trend  in  California  oranges  and  grapefruit  is  moderately  downward  and 
for  lemons,  about  level.  Texas  citrus  trees  of  all  kinds  were  nearly 
wiped  out  in  February  1951.  The  level  of  production  was  reduced  from 
about  30  million  boxes  to  less  than  1 million  but  has  been  reviving  since 
the  freeze,  reaching  4 million  boxes  in  1954-55.  Texas  production  should 
continue  to  Increase  for  several  years.  Arizona  citrus  production  prob- 
ably will  not  change  materially  for  at  least  a few  years. 

Fresh  sales  of  citrus  fruits  increased  steadily  from  about  the  turn  of 
the  century  until  the  period  from  1943  to  1946.  Since  1946,  total  fresh 
sales  of  citrus  have  declined  moderately  and  are  now  at  about  the  same 
level  as  in  1939.  Processing  of  citrus  fruits,  on  the  other  hand,  has 
continued  to  Increase  steadily  and  the  level  is  now  about  four  times  that 
of  1939.  Until  about  10  years  ago,  canned  single  strength  juice  was  the 
principal  product,  but  in  recent  years  frozen  concentrated  orange  Juice 
has  become  the  most  Important  citrus  product.  Frozen  concentrated  orange 
Juice  now  accounts  for  more  than  a third  of  all  oranges  produced  in  the 
country  and  about  two-thirds  of  all  oranges  processed. 

The  level  of  noncitrus  fruit  production  is  about  the  same  as  it  was  15 
years  ago . Total  noncitrus  fruits  probably  will  remain  at  approximately 
this  level  for  the  next  few  years.  Lower  levels  since  1939  for  apples, 
peaches,  prunes,  and  figs  have  been  offset  by  increases  in  pears,  grapes, 
cherries,  and  cranberries.  Apricots,  plums,  strawberries,  and  olives  are 
at  about  the  same  level  of  production  as  I5  years  ago . Fresh  sales  of 
noncltrus  fruits  have  declined  moderately  since  1939  >fhile  total  processing 
increased  about  the  same  amount . Increases  in  canning  and  freezing  during 
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this  period  were  about  offset  by  a decline  in  dried  fruits.  The  production 
of  other  processed  products --principally  vinegar^  wine,  and  jelly--is  at 
about  the  sane  level  as  in  1939. 

Total  tree-nut  production  (alnionds,  walnuts,  filberts,  and  pecans)  has  in- 
creased about  ij-O  percent  during  the  past  15  years , with  increases  in  each 
itf  the  4 major  kinds.  The  trend  should  continue  upward  for  alnonds  and 
walnuts  for  a few  years  but  probably  has  leveled  off  for  filberts  and 
pecans . 

Oranges:  The  trend  in  orange  production  has  been  upward  for  50  years  and 
will  probably  continue  upward  for  several  years  but--at  a slower 
rate  of  increase.  Production  of  oranges  in  the  United  States  is  now  in 
greater  volume  than  for  any  other  fruit  crop.  More  than  half  of  the  United 
States  production  is  processed.  The  production  of  frozen  concentrated 
orange  juice  is  probably  the  outstanding  development  in  the  United  States 
fruit  industry  in  recent  years . The  packing  of  this  product  on  a commer- 
cial scale  started  only  about  10  years  ago.  However,  it  increased  so 
rapidly  that  in  the  past  two  seasons  more  than  a third  of  the  United 
States  orange  crop  was  used  for  frozen  concentrate . Nearly  all  of  this 
product  has  been  made  in  Florida. 

Production  in  Florida  for  most  kinds  of  oranges  continues  sharply  upward. 

In  California,  the  production  trend  has  turned  moderately  downward  for 
both  navels  and  Valencias.  California  Valencias  are  essentially  the  only 
fresh  oranges  available  during  the  summer  and  early  fall.  This  has  been 
a great  advantage  to  California  in  marketing  her  Valencia  crop.  This 
advantage  has  been  sharply  reduced  by  the  competition  of  frozen  orange 
concentrate  from  Florida.  The  pressure  of  this  competition  will  probably 
Increase  as  Florida  production  increases.  I.fony  California  citrus  groves 
are  giving  way  to  the  expanding  cities  and  towns,  especially  in  Southern 
California.  Arizona  orange  production  probably  will  not  change  materially 
in  the  next  few  years . The  Texas  production  will  be  relatively  small  for 
a few  years  because  of  severe  freeze  damage  in  1949  and  1951. 

Grapefruit ; The  production  of  grapefruit  in  the  United  States  increased 
rapidly  from  1939  until  19^9  when  the  upward  trend  was 
halted  by  a freeze  in  Texas  . Another  Texas  freeze  in  1951  killed  most  of 
the  trees.  Texas  production  is  expected  to  increase  in  the  future.  The 
trend  in  Florida  grapefruit  vrill  probably  continue  moderately  upward  for 
several  years . 

Lemons ; The  level  of  lemon  production  has  not  changed  significantly  dur- 
ing the  past  15  years.  A slight  to  moderate  increase  is  possible 
in  the  next  few  years , since  the  Increase  in  population  should  increase  the 
demand  for  fresh  lemons  as  well  as  the  new  processed  products  such  as 
frozen  lemonade  concentrate . 
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Apples;  Apples  account  for  about  a third  of  the  noncitrus  fruit  total 
and  provide  almost  half  the  fresh  market  supplies  of  domestic 
noncitrus  fruit.  The  production  trend  for  apples  has  been  moderately 
downward  since  1939;  Q'tid  appears  to  be  levelin,-]:  off  at  15  to  20  percent 
below  the  production  potential  of  1939 • Sales  of  nursery  stock  are  re- 
ported to  have  been  large  during  the  past  2 years . The  decline  in  apple 
production  has  been  accounted  for  mostly  by  the  removal  of  low  yielding 
orchards  and  less  desirable  varieties.  Despite  the  downtrend  in  pro- 
duction, processing  has  been  Increasing,  particularly  the  canning  of 
applesauce  in  the  East , 

The  production  of  apples  in  New  England  has  increased  moderately  since 
1939;  in  contrast  with  moderate  to  sharp  declines  for  all  other  important 
producing  areas  of  the  East.  New  York  is  down  about  a fifth  and  the 
Appalachian  area  (Pennsylvania,  Maryland,  Virginia,  West  Virginia)  is 
down  about  a fourth . These  areas  have  probably  leveled  off  in  production . 

Michigan  production  has  fluctuated  between  5 and  12  million  bushels  since 
1939  "bat  production  capacity  has  declined  only  slightly.  This  trend  is 
expected  to  hold  about  level  or  increase  moderately  during  the  next  few 
years.  The  total  production  level  for  the  other  Central  States  is  down 
about  a third  with  considerable  variation  among  the  States . 

Washington  State  produced  a record  crop  of  35?  million  bushels  in  1950. 
The  following  four  crops  were  each  less  than  25  million  bushels  but  the 
1955  crop  is  estimated  at  3I  million.  Production  capacity  in  this  State 
declined  moderately  between  1939  QJ^d  19^3  "but  has  been  increasing  since 
1943  and  is  now  about  the  same  as  in  1939.  This  slight  upward  trend  is 
expected  to  continue  during  the  next  few  years. 

California  apple  production  increased  from  1939  to  194?  when  a record 
crop  of  11  million  bushels  was  produced.  The  tend  has  leveled  off  mod- 
erately below  the  peak  of  194?  and  is  expected  to  hold  about  steady  for 
a few  years.  Each  of  the  other  Western  States  shows  a decline  since 
1939  and  a slight  to  moderate  decline  can  be  expected  for  the  next  few 
years . 

Peaches : Peaches  are  exceeded  in  importance  only  by  apples-  and  grapes 

among  noncitrus  fruits.  Fresh  sales  of  peaches  aiaount  to  about 
half  of  production  and  are  second  only  to  fresh  apple  sales  in  tonnage. 
Production  increased  sharply  from  1939  until  1946  and  has  since  declined 
to  a level  slightly  below  that  of  1939.  In  the  spring  of  1955;  a disas- 
trous freeze  in  the  Southerix  States  practically  wiped  out  the  1955  peach 
crop  in  those  States  and  killed  or  damaged  a great  many  peach  trees . The 
production  capacity  in  these  States  will  be  reduced  for  at  least  2 or  3 
years . 
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The  potential  level  of  production  in  California,  where  about  cne-helf 
of  the  United  States  total  peaches  are  grown,  has  increased  noderately 
during  the  past  10  years . About  two-thirds  of  the  peaches  produced  in 
California  have  been  clingstones  used  principally  for  canning.  In  order 
to  hold  production  of  clingstones  within  the  limits  of  market  require- 
ments, California  growers  have  put  into  operation  a "green  drop"  pro- 
gram in  recent  years  of  large  production.  This  program,  which  is  oper- 
ated as  part  of  a marketing  agreement,  has  resulted  in  the  elimination 
of  about  15  percent  of  production  by  stripping  the  green  fruit  from  the 
trees  early  in  the  season. 

The  production  level  in  the  important  Western  States  of  Colorado, 
Washington,  and  Oregon  increased  between  1939  ^.nd  19^6  but  has  not  changod 
significantly  during  the  past  10  years.  No  iriportant  changes  are  expected 
in  these  Sto,tes  during  the  coming  few  years  except  some  possible  expansion 
in  the  Grand  Coulee  Project  of  Washington. 

Production  trends  in  nearly  all  areas  of  tho  Northeastern  and  North  Central 
States  have  been  moderately  downward  except  in  New  Jersey,  which  has  shown 
a moderate  Increase . 

The  Southeastern  and  South  Central  States  have  been  decreasing  in  produc- 
tion levels  at  rates  from  moderate  to  rapid.  The  1955  freeze  in  these 
States  will  no  doubt  accelerate  the  downtrend--at  least  temporarily. 

Pears ; Pear  production  Increased  moderately  between  1939  19^7  and 

has  since  declined  to  about  the  same  level  as  in  1939*  The  three 
Pacific  Coast  States  moduce  more  than  four-fifths  of  the  Nation's  pears 
and  the  proportion  is  increasing.  Little  change  is  expected  during  the 
next  few  years  in  overall  pear  production.  The  pear  crops  in  California 
and  Oregon  have  increased  about  50  percent  since  1939^  while  the  Washington 
crop  has  not  changed  significantly.  The  increases  in  California  and 
Oregon  have  been  offset  by  decreases  in  nearly  all  Eastern  and  Central 
States.  Fire  blight  has  been  a serious  threat  to  pear  trees  for  many  years 
in  nearly  all  areas  of  the  country.  The  Western  States  have  been  able  to 
keep  the  blight  under  control  but  damage  in  the  Eastern  and  Central  States 
has  been  severe.  Some  of  the  new  treatments,  especially  antibiotics, 
show  promise  of  controlling  blight . 

Grapes ; The  level  of  grape  production  in  the  United  States  increased  about 
a fourth  between  1939  ^nd  1951.  Since  1951;  the  trend  apparently 
has  turned  downward . Califoinia  continues  to  produce  about  nineistenths  of 
the  United  States  total  grapes.  All  three  classes  of  California  grapes 
(wine,  table,  and  raisin)  show  about  the  same  trend  pattern  since  1939-- 
an  increase  between  1939  ^d  1951  s-nd  a moderate  decline  since  1951. 
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Grape  production  in  VJnahinpton  has  increased  steadily  for  nore  than  20 
years  and  is  now  exceeded  only  by  California  and  New  York,  The  present 
level  is  nore  than  four  tines  as  larce  as  it  was  I5  years .ago.  This 
upward  trend  will  probably  continue  for  a few  years . Production  in  the 
Great  Lakes  States  varies  widely  fron  year  to  year  fron  the  effects  of 
weather  but  the  trend  has  been  upward  since  1939. 

Cherries ; The  trend  in  production  of  sweet  cherries  was  sharply  upward 
until  19^9  ^nd  has  not  changed  significantly  since.  Little 
change  is  expected  in  the  near  future. 

The  production  potential  for  sour  cherriss  has  increased  steadily  in  the 
past  16  years  and  is  now  about  50  percent  higher  than  in  1939 • Actual 
production  has  fluctuated  widely  fron  year  to  year  beca.use  of  daciage  fron 
freezes ; frosts,  and  storms.  The  biggest  crop"trr“date  was  in  1951  when 
about  158,000  tons  were  harvested,  including  8,700  tons  which  were  not 
utilized  because  of  low  prices.  In  1952,  1953,  Qnd  195^,  production 
ranged  fron  108,000  to  132,000  tons  but  in  1955  again  reached  the  150,000- 
ton  nark. 

Production  is  expected  to  trend  moderately  upward  for  several  years  be- 
cause of  extensive  recent  plantings  in  Michigan  and  New  York. 

Plums  ; Plums  are  estiraated  only  for  California  and  Michigan.  California 
produces  nore  than  nine-tenths  of  the  total.  The  production  level 
is  moderately  higher  than  in  1939.  Very  little  change  is  expected  in  the 
near  future . 

Prunes ; Production  has  declined  about  a fourth  since  1939  "but  is  expected 
to  change  very  little  in  the  next  few  years . Sharp  drops  occurred 
in  Washington,  Oregon,  and  California.  The  level  in  Idaho  changed  very 
little  but  Idaho  accounts  for  only  about  5 percent  of  the  total  produc- 
tion. Practically  all  of  the  California  prunes  are  dried  while  most  of 
the  prunes  in  Washington,  Oregon,  and  Idaho  are  sold  fresh  or  canned. 

Apricots ; The  level  of  apricot  production  has  declined  about  a fourth 

since  1939.  This  decline  is  expected  to  continue  for  some  time 
but  at  a slower  rate.  Califoi’nla  produces  about  nine-tenths  of  the  United 
States  crop.  From  a fourth  to  a third  of  the  crop  is  dried--all  in 
California. 

Cranberries ; Cranberry  production  has  trended  upward  since  1939.  This 
trend  probably  will  continue  for  a few  years . Processing 
is  the  moot  Important  factor  in  the  increase  of  cranberry  production. 

Prior  to  193^,  processing  was  not  important,  but  this  utilization  has  since 


- 6 - 


exi:)anded  rapidly  and  now  accounts  for  nore  than  half  of  the  production. 
The  narketinc  eeaeon  is  extended  throughout  the  year  hy  the  canned  pack 
of  cranberry  products . Massachusetts  has  consistently  produced  nore  than 
half  of  the  United  States  crop  hut  the  loroportion  of  production  in 
Massachusetts  is  decreasing  as  Wisconsin^  Washington^  and  Oregon  become 
more  important  producers.  New  Jersey  holds  at  about  the  sam.e  level. 
Wisconsin  has  nore  than  doubled  in  production  since  1939  while  Washington 
and  Oregon  crops  are  about  5 tines  as  large  as  in  1939' 


Fruits  arid  Tree  Fut3j_  Product ion_and  Per_Capita  Production_^  United_State£^_1939“l954 


Total 

Citrus  1/ 

Total  Noncitrus  2/ 

Year 

Production 

: Per  Capita  4/ 

Production 

; Per  Capita 

-47“ 

1,000  tons 

; Pounds 

1,000  tons 

: Pounds 

" "1939 

4,776 

72 

9, "698 

“ 148  ■ 

1940 

5,662 

85 

8,628 

129 

1941 

5,521 

83 

9,680 

145 

1942 

6,302 

95 

9,282 

139 

1943 

7,089 

109 

7,971 

122 

1944 

7,233 

111 

9,683 

149 

1945 

7,466 

114 

8,489 

130 

1946 

7,861 

112 

10,531 

150 

1947 

7,792 

108 

9,838 

136 

1948 

6,636 

90 

8,764 

119 

1949 

6,479 

87 

9,761 

130 

1950 

7,538 

99 

8,967 

118 

1951 

7,368 

96 

9,816 

128 

1952 

7,338 

94 

8,962 

115 

1953 

8,220 

io4 

8,636 

109 

1954 

8,053 

100 

8,815 

109 

Total  Fruits 

Total 

Tree  Nuts  3/ 

Year 

Production 

: Per  Capita  4/ 

Production 

: Per  Capita 

■1^7  ■ 

1,000  tons 

: Pounds 

1,000  tons 

: Pounds 

1939 

14,474 

218 

144: 

2.2 

1940 

14,290 

213 

130 

1.9 

1941 

15,201 

227 

147 

2 .2 

1942 

15,584 

234 

136 

2.0 

1943 

15,060 

231 

158 

2.4 

1944 

16,916 

260 

182 

2.8 

1945 

15,955 

244 

177 

2.7 

1946 

18,392 

262 

165 

2.4 

1947 

17,630 

244 

170 

2 .4 

1948 

15,400 

209 

201 

2.7 

1949 

16, 240 

217 

204 

2.7 

1950 

16,505 

217 

170 

2 .2 

1951 

17,184 

224 

204 

2.7 

1952 

16,300 

210 

206 

2.6 

1953 

16, 856 

213 

209 

2.6 

1954 

16 , 868 

209 

172 

2.1 

l/~Citrus  fruit  total  includes  orances,  tangerines,  grapefruit,  leiions,  lines.  The 
season  for  citrus  fruits  heglns  vith  the  bloon  of  the  year  shown  and  ends  with 
the  conpletlon  of  harvest  the  following  year. 


2/  Noncitrus  fruit  total  includes  a.pples  (connercial) peaches,  pears,  gra-pes,  cher-" 
rles,  plums,  prunes,  apricots,  figs,  olives,  avocados,  cranberries,  strawberries 
3/  Tree  nut  total  includes  almonds,  waln.uts,  filberts,  pecans. 

Per  capita  production  baaed  on  total  population  July  1 for  years  1939-^0?  popula- 
tion eating  out  of  civilian  supplies,  19^1-5^.  Estimates  from  data  of  Federal 
agencies  with  adjustments  for  unde r-enune rat ion . 
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citrus  Fruits  and  Tree  Nuts;  Production,  "by  Kinds,  United  States,  1939-195^ 


Oranges  . 

Year 

(including 
Tangerines ) 

;Grapefrult 

Lemons  : 

- 1,000  tons 

Limes 

Total 

citrus 

Total 

fruits 

1939 

2,958 

1,359 

455 

4 

4,776 

14,474 

1940 

3,335 

1,669 

655 

3 

5,662 

14,290 

1941 

3,488 

1,564 

463 

6 

5,521 

15,201 

1942 

3,728 

1,979 

588 

7 

6,302 

15,584 

1943 

4,455 

2,191 

436 

7 

7,089 

15,060 

1944 

4,693 

2,034 

496 

10 

7,233 

16,916 

1945 

4,402 

2,465 

571 

8 

7,466 

15,955 

1946 

4,979 

2,330 

545 

7 

7,861 

18,392 

1947 

4,850 

2,427 

508 

7 

7,792 

17,630 

1948 

4,44o 

1,793 

395 

8 

6,636 

15,400 

1949 

4,603 

1,417 

449 

10 

6,479 

16, 240 

1950 

5,175 

1,821 

531 

11 

7,538 

16,505 

1951 

5,262 

1,590 

506 

10 

7,368 

17,184 

1952 

5,323 

1,506 

497 

12 

7,338 

16,300 

1953 

5,670 

1,898 

637 

15 

8,220 

16,856 

1954 

5,833 

1,652 

553 

15 

8,053 

16 , 868 

Year 

Almonds 

; Walnuts 

: Filberts 

- 1,000  tons  “ 

Pecans 

: 4 Nuts 

1939 

29 

62 

4 

49 

144 

1940 

15 

51 

3 

61 

130 

1941 

10 

70 

6 

61 

147 

1942 

32 

61 

4 

39 

136 

1943 

20 

64 

7 

67 

158 

1944 

32 

72 

7 

71 

182 

1945 

32 

71 

5 

69 

177 

1946 

47 

72 

8 

38 

165 

1947 

36 

9 

60 

170 

1948 

36 

71 

6 

88 

201 

1949 

43 

88 

11 

62 

204 

1950 

38 

64 

7 

61 

170 

1951 

43 

77 

7 

77 

204 

1952 

36 

84 

12 

74 

206 

1953 

39 

59 

5 

106 

209 

1954 

43 

75 

9 

45 

172 
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Noncitrua  Fruits;  Production  ’'oj  Kinds,  United  States,  1939~''J>^ 


Year 

/\pulC‘''j 

: Peaches 

: Pears 

Grapes 

: Cherries 

: Plums 

; Prunes 

(Cora'  1) 

• 

• 

- 

1,000  tons 

- 

1939 

3,342 

1,541 

721 

2,449 

184 

77: 

673 

19^0 

2,674 

1,388 

730 

2 ,466 

173 

74 

543 

1941 

2,933 

1,809 

719 

2,725 

162 

77 

583 

191^2 

3,041 

1,601 

746 

2,396 

197 

76 

542 

1943 

2,095 

1,026 

593 

2,965 

116 

78 

625 

19^4 

2,910 

1,874 

766 

2,696 

196 

96 

507 

19^-5 

1,600 

1,902 

799 

2,767 

148 

73 

711 

1946 

2,854 

1,988 

823 

3,137 

228 

106 

688 

L947 

2,709 

1,834 

837 

3,020 

171 

79 

594 

1948 

2,144 

1,455 

6l4 

3,061 

213 

72 

544 

1949 

3,216 

1,660 

835 

2,623 

245 

99 

536 

1950 

2,988 

1,215 

719 

2,688 

239 

84 

418 

1951 

2,656 

1,527 

736 

3,390 

230 

102 

538 

1952 

2,220 

1,501 

758 

3,164 

218 

61 

423 

1953 

2,239 

1,547 

715 

2,700 

224 

92 

455 

1954 

2,628 

1,472 

744 

2,569 

206 

79 

515 

: Straw- 

Year 

Apricots 

; Pics 

: olives 

Avocados 

: Cranberries 

:'berrles 

: Total 

; 

; (Com'l) 

: Il'ncitr 

* 

1,000  tons 

• 

1939 

332 

: 88 

23 

10 

35 

223 

9,698 

1940 

127 

112 

69 

16 

29 

227 

3,628 

1941 

2l4 

121 

55 

20 

36 

226 

9,680 

1942 

228 

103 

57 

18 

41 

236 

9,282 

1943 

io4 

134 

57 

26 

34 

118 

7,971 

1944 

352 

125 

42 

17 

19 

83 

9,683 

1945 

192 

113 

30 

27 

33 

94 

8,489 

1946 

339 

129 

48 

20 

43 

128 

10,531 

1947 

201 

131 

4o 

21 

40 

161 

9,838 

1948 

246 

103 

58 

17 

48 

189 

8,764 

1949 

197 

94 

35 

21 

42 

158 

9,761 

1950 

215 

85 

42 

28 

49 

197 

8,967 

1951 

103 

103 

64 

34 

46 

207 

9,816 

1952 

177 

99 

57 

32 

40 

212 

8,962 

1953 

243 

83 

28 

32 

60 

218 

8,636 

1954 

155 

89 

52 

50 

51 

205 

8,815 

Fruits:  Production  and  Utilization  of  Sales,  Citi^ue  and  Nuncitrus , 
^United  States,  1939^.^95^ 


Year 

Production  : 

Citrus 

Total  Sales  : 

Fresh  Sales  : 

Processed 

1,000  tons  : 

1,000  tons  ; 

1,000  tons  : 

1,000  tons 

1939 

4,776 

4,690 

3,609 

1,081 

I9U0 

5,662 

5,566 

4,053 

1,513 

1941 

5,521 

5,462 

4,137 

1,325 

1942 

6,302 

6,245 

4,385 

1,860 

1943 

7,089 

7,021 

4,997 

2,024 

1944 

7,233 

7,128 

4,929 

2,199 

1945 

7,466 

7,399 

4,610 

2,789 

1946 

7,861 

7,553 

4,956 

2,597 

1947 

7,792 

7,413 

4,297 

3,116 

1948 

6,636 

6,558 

3,796 

2,762 

1949 

6,479 

6,399 

3,333 

3,066 

1950 

7,538 

7,457 

3,769 

3,688 

1951 

7,368 

7,160 

3,820 

3,340 

1952 

7,338 

7,267 

3,874 

3,393 

1953 

8,220 

8,078 

3,745 

4,333 

1954 

8,053 

7,970 

3,849 

4,121 

Noncitrus 

Year 

Production 
1,000  tons 

: Total  Sales  : 

: 1,000  tons  : 

Fresh  : 
Sales  : 

Canned 

: Dried  : 

Frozen 

: other 

: Processing 

1939 

9,698 

8,791 

4,295 

945  ■ 

1,000  tons 

2,255 

24 

1,272 

1940 

8,628 

8,014 

4,080 

874 

1,572 

31 

1,457 

1941 

9,680 

9,050 

4,371 

1,182 

1,783 

37 

1,677 

1942 

9,282 

8,568 

4,113 

1,192 

2,024 

28 

1,211 

1943 

7,971 

7,691 

2,967 

854 

2,576 

88 

1,206 

1944 

9,683 

9,149 

4,111 

1,176 

2,264 

163 

1,435 

1945 

8,489 

8,102 

3,500 

983 

1,994 

193 

1,432 

1946 

10,531 

10,146 

4,226 

1,623 

1,867 

199 

2,231 

1947 

9,838 

9,340 

4,248 

1,370 

2,168 

115 

1,439 

1948 

8,764 

8,401 

3,488 

1,317 

1,652 

152 

1,792 

1949 

9,761 

8,918 

4,080 

1,428 

1,830 

139 

1,441 

1950 

3,967 

8,565 

3,581 

1,515 

1,366 

206 

1,897 

1951 

9,816 

9,233 

3,614 

1,645 

1,706 

1,768 

174 

2,094 

1952 

8,962 

8,641 

3,627 

1,458 

181 

1,607 

1953 

8,636 

8,340 

3,478 

1,583 

1,608 

219 

1,452 

1954 

8,815 

8,514 

3,493 

1,691 

1,403 

235 

1,692 

11 
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M^iRKETINQ  I^GINS  FOR  FRUITS  AND  VEGETABLES  ]/  - 

The  cost  of  getting  fruits  and  vegetables  from  the  farm  to  the 
consumer  has  increased  in  recent  years . Much  of  this  increase  has  arisen 
because  of  the  added  services  required  to  produce  better  quality  food  in 
a more  convenient  form,  as  evidenced  by  the  increase  in  prepackaging  and 
in  freezing,  >hich  require  more  handling  and  processing.  The  cost  of 
these  serviees  also  has  increased,  mainly  because  of  rising  wage  rates 
of  the  labor  used  in  processing,  handling,  and  transportation.  However, 
marketing  is  becoming  more  efficient  with  improved  operating  methods, 
better  marketing  facilities,  increased  volume,  and  more  rapid  turnover. 

Margins  on  Fruits  and  Vegetables  Have  Risen 

Gross  marketing  margins  for  most  food  items  have  increased  since 
19^7 . It  is  estimated  that  in  the  first  9 months  of  1955  the  retail  cost 
of  all  fruits  and  vegetables  (fresh  and  processed)  in  the  family  market 
basket  was  about  $209  and  the  farm  value  was  about  $62.  In  the  same 
period  of  19U7  the  retail  cost  was  about  $195  and  the  farm  value  $63. 

Thus,  the  marketing  margin  increased  from  $132  in  19hl  to  $lii7  in  1955, 
or  11  percent,  (See  cover  chart.)  This  compares  with  an  average  increase 
of  about  26  percent  for  all  foods  in  the  market  basket. 

The  farmer's  share  of  the  dollar  consumers  spent  for  fruits  and 
vegetables  was  30  percent  in  the  first  9 months  of  1955  compared  with  an 
average  of  32  percent  in  the  same  period  of  19U7.  However,  the  farmer's 
share  for  several  individual  items  has  increased  since  19U7,  for  example, 
fresh  oranges  and  several  canned  items. 

Marketing  Costs  Have  Risen 

Costs  of  performing  marketing  functions  in  the  distribution  of  farm 
food  products  have  gradually  increased.  The  estimated  total  cost  of 
performing  these  services,  or  the  National  Marketing  Bill,  has  increased 
58  percent  since  19U7.  The  major  part  of  this  increase  has  resulted  from 
■increased  wage  rates.  About  one-fourth  of  the  consumer'-s  food  dollar  went 
for  payment  of  wages  and  salaries  in  the  food -marketing  industry  in  195U. 
This  excludes  the  cost  of  the  labor  employed  by  transportation  agencies, 
which  is  a considerable  part  of  the  transportation  bill. 

Average  hourly  earning^^f  employees  in  the  canning  and  preserving  ^ 
industry  increased  from  h?  cents  in  1939  to  $1.0U  in  19U7  and  to  about 
$l.Ul  in  195Uo  The  average  for  the  first  8 months  of  1955  was  approxi- 
mately $1,I|.6,  a k percent  increase  above  195U  and  33  percent  above  the 
19U7-a9  average. 

Data  relating  specifically  to  other  phases  of  fruit  and  vegetable 
marketing  are  not  available.  Earnings  of  employees  in  all  food  marketing 


2/  This  is  a revision  of  an  article  originally  prepared  by  Rol-lin  0. 
Dunsdon,  Agricultural  Economist,  AgrJ cultural  Marketing  Service 
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enterprises,  including  those  in  local  assembly,  processing,  transportation, 
wholesaling,  and  retailing,  increased  from  an  average  of  62  cents  an  hour 
in  1939  to  $l.lii  in  I9I4.7  and  to  '11,75  in^the  first  3 months  of  1955- 

, Transportation  is  another  important  ;post  in  _th,e  marketing  of  all 
fcx)d,  accounting  for  about  6 or  7 percent  of,  thp  food  dollar.  For  some 
fresh  fruits  and  vegetables  it  may  amount  to,, ^5  percent  or  more.  Charges 
for  transportation  of  fresh  fruits  and  vegetables,  have  risen  sharply 
since  World  War  II.  In  1955  railroad  f.reight  rates  f-or  these  products 
were  17  percent  higher  than  the  average  ,of  19U7-li9  compared  with  an 
increase  of  2k  percent  for  all  agricultural  commodities.  Rates  on  pro- 
cessed foods  in  1955  averaged  about  20  percent  higher  than  in  19kl-k9. 

Costs  of  other  items  used  in  marketing  operations  also  have  risen 
since  the  end  of  World  War  II.  Prices  of  paperboard  rose  27  percent 
between  19U7  and  1955  and  prices  of  metal  containers  rose  U5  percent. 

Power,  light,  and  fuel  increased  about  I8  percent.  Rents  and  taxes  also 
increased. 

Profits  (after  taxes)  rose  sharply  following  World  War  II  and  then 
'gradually  declined.  Since  1951  they  have  been  relatively  stable.  Ratios 
of  profits  to  sales  generally  have  been  lower  than  in  1935-39,  but  ratios 
of  profits  to  stockholders'  equity  generally  have  been  larger  than  in  the 
prewar  period.  ^ 

Profits  of  the  leading  canning  companies,  e:5pressed  as  a percentage 
of  stockholders'  equity,  generally  have  been  lower  than  for  most  other 
groups  of  food -processing  companies.  In  195U  they  averaged  8.0  percent 
compared  with  12 ok  percent  for  leading  grain  mill  products  companies 
and  an  average  of  8.8  percent  for  all  food -pro cessing  companies  combined. 
Some  of  these  companies  processed  frozen  fruits  and  vegetables  as  well 
as  canned  products.  Data  for  the  many  smaller  processing  companies  and 
the  many  companies  engaged  in  assembling  and  wholesaling  fresh  fruits 
and  vegetables  are  not  available.  Data  relating  to  profits  of  retailers 
are  available  only  for  the  leading  chain-store,  companies.  Profits  of 
these  companies  amounted  to  10.9  percent  of  stockholders'  equity  in  19514-. 
Their  profits  expressed  as  a percentage  of  sales  were  1,0  percent. 

Profits  as  a percentage  of  the  sales  dollar  indicate  the  share  of  the 
consumer's  food  dollar  available  to  the  owners  or  stocldiolders  as  a 
return  on  invested  capital.  They  do  not  give  an  adequate  measure  of 
operating  efficiency  nor  do  they  give  a clue  as  to  equity  in  the  division 
of  the  food  dollar., 

i 

Retail  Margins  in  Pittsburgh 


Several  marketing  studies  have  shown  that  retailing  accounts  for  a 
larger  proportion  of  the  marketing  margin  than  wholesaling,  transportation, 
processing,  or  local  assembly.  Data  relating  to  retail  selling  prices, 
purchase  prices,  and  gross  margins  (the  difference  between  the  retail 


2j  The  Marketing 'and  Transportation  Situation,  No,  119,  Oct.  1955. 


selling  price  and  the  purchase  price)  for  selected  fruits  and  vegetables 
were  obtained  from  lli  retail  grocery  stores  in  Pittsburgh  once  a week  fcr 
5 weeks  beginning  on  October  l8,  19Sh,  and  ending  with  November  20,  19^1;. 

In  the  sample  were  U';Chain  stores,  each  representing  a different  chain, 

U independently  owned  stores  with  gross  sales  of  more  than  $100,000  each 
and  6 independently  owned  stores  with  gross  sales  of  between  $50,000  and 
$100,000  each  .•'■'Independent  stores  doing  less  than  $^0,000  gross  sales 
were  not  represented  in  the  sample.  Prices  were  obtained  on  the  items 
shown  in  table  1..' 

Retail  Margins  by  Class  of  Commodities 

Retail  margins  expressed  as  percentages  of  selling  prices  >iere 
generally  larger  for  fresh  fruits  and  vegetables  than  for  canned  and 
frozen  items  (table  1) . The  margin  for  fresh  fruits  and  vegetables 
averaged  about  30  percent  of  selling  price  compared  with  a little  more 
than  20  percent  for  canned  and  frozen  items.  There  was  considerable 
variation  among  margins  for  individual  fresh  items.  The  largest  percentage 
margin  was  received  on  onions,  with  apples  and  sweetpotatoes  next.  Much 
less  variation  was  found  in  the  margins  for  individual  canned  and  frozen 
foods.  Perishability,  higher  labor  costs  in  handling  produce,  and  the 
fact  that  cost  prices  'fluctuate  considerably  on  the  more  perishable  items 
are  reasons  for  the  higher  margins  for  fresh  products.  3/ 

Margins  by  Different  Sized  Cans 

In  general,  when  comparing  tht  margins  of  the  same  fruit  or  vegetablt; 
in  different  sized  cans,  it  was  found  that  in  nearly  all  cases  the  absolute 
margin  was  greater  for  larger  sized  cans  but  the  margin  as  a percentage  of 
selling  price  was  larger  on  the  smaller  sized  cans.  .■ 

There  is  some  evidence  to  suggest  that  prices  may  be  set  so  as  to 
receive  a fixed  absolute  markup  for  each  can  size.  It  was  found  that  the 
margins  averaged  about  the  same  on  each  sized  can  regardless  of  its  con- 
tent. On  most  8-ounce  cans,  the  margin  was  about  3 cents;  on  No,  303 
(l6  ounces)  cans  it  was  about  $ cents;  and  for  No.  2-1/2  (29  ounces)  cans 
it  was  6 to  6-1/2  cents. 

Retail  Prices  and  Margins  for  Fresh  Fruits  and  Vegetables 

in  Pittsburgh,  19^0  and  19Sh 

The  retail  prices  and  margins  for  selected  fresh  fruits  and  vegetables 
in  195h  TTiay  be  compared  -with  an  earlier  study  in  Pittsburgh  (July  19^0- 
January  1951)  to  obtain  some  indication  of  trends  in  these  items,  k/ 


3/  Bitting,  H.  VJayne,  "Produce  Department  Space  Utilization,  Gross  Margin 
and  Operating  Costs  in  Selected  Retail  Stores,  Charlotte,  N.  C."  U.  S. 
Dept.  Agr.,  Market.  Res.  Rpt.  30.  Washington,  D.  0.,  June  1953. 

k/  Badger,  Henry  T.,  "Retail  Margins  for  Selected  Fresh  Fn.iits  and 
Vegetables  in  Pittsburgh,  Pa.,  July  1950-January  1951."  Bur.  Agr.  Econ. , 

U.  S.  Dept.  Agr.,  Washington,  D.  C.,  Sept.  1953.  (Processed) 
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Table  1. -Retail  selling  price^  cost  price,  and  gross  margin  for  fruits 
and  vegetables  in  lU  selected  stores  in  Pittsburgh, 

October  l8-November  20,  19Sh 


Item  3/ 

Unit 

Selling 

price 

: Cost 
: price  £/ 

Gross 

Actual 

margin 

: As 

rpercentage 
;of  selling 
: price 

Cents 

Cents 

Cents 

Percent 

Fresh 

r . 

Apples 

Lb. 

I2I6 

8.3 

U.3 

3U.1 

Tomatoes 

Lb. 

28.2 

21, U 

6.8 

2U.1 

Head  lettuce 

Head 

22. U 

17.7 

ii.7 

21.0 

Oranges 

Doz . 

,,55.8 

39.1 

16.7 

29.9 

Onions 

Lb. 

, 8.8 

U.8 

U.O 

ii5.5 

Irish  potatoes 

Lb. 

. 5.5 

ii.l 

l.U 

25.5 

Sweetpotatoes 

Lb. 

.ll.U 

7.9 

3.5 

30.7 

Frozen 

Orange  juice 

6 oz.  can 

18.6 

15.7 

2.9 

15.6 

Peaches 

10  oz.  pkg. 

27.7 

20. li 

7.3 

26. u 

Strawberries 

10  oz.  pkg. 

29.9 

23.8 

6.1 

20. U 

Green  peas 

10  oz.  pkg. 

19.8 

15.7 

U,1 

20,7 

Green  beans,  cut 

10  oz.  pkg. 

25.6 

20.2 

5.U 

21.1 

Lima  beans. 

Fordhook 

10  oz.  pkg. 

28.3 

22.5 

5.8 

20.5 

Canned 

Orange  juice 

U6  oz.  can 

36.0 

28.7 

7.3 

20.3 

Peaches,  yellow 

No.  303  can. . 

.2U.U 

19.1 

5.0 

. 20.5 

Peaches,  yellow 

No. 2-1/2  can 

3U.3 

28.1 

6.2 

18.1 

Peas 

No.  303  can 

18. U 

15.2 

3.2 

17. U 

Peas 

8 oz . can 

.12.9 

9.9 

3.0 

23.3 

Corn,  golden  3/ 

No.  303  can 

17. U 

13.6 

- 3.8 

21 .8 

Corn,  golden  3/ 

8 oz.  can 

12.1 

9.1 

3.0 

2I1.8 

Green  beans,  cut 

No.  303  can 

20.5 

15. 14 

5.1 

2U.9 

Green  beans,  cut 

8 oz.  can 

13.9 

11.0 

2.9 

20.9 

Lima'  beans,  green 

No.  303  can 

2U.8 

19.3 

5.5 

22.2 

Lima  beans,  green 

8 oz.  can 

16.0 

12.0 

li.O 

25.0 

Tomatoes,  peeled 

No. 2-1/2  can 

27.8 

21.3 

6.5 

23. U 

Tomatoes,  peeled 

No.  303  can 

18.9 

II4.3 

U.6 

2U.3 

1/  Includes  all  varieties,  grades,  sizes  ahd/or  brands  of  each  item 
except  specialty  packs  carried  by  stores  in  sample. 

'y  Adjusted  for  physical  losses  from  waste  and  spoilage. 

3/  Includes  both  whole  kernel  and  cream  style. 


One  factor  to  consider  in  making  this  comparison  is  that  retailers'  costs 
have  increased  during  this  period  because  of  higher  wage  rates  and  more 
services  provided. 


Gross  margins,  or  price  spreads,  in  cents  per  unit  were  generally 
larger  in  195U  than  in  19U9-50  but  margins  as  percentages  of  retail  prices 
were  generally  smaller  (table  2),  All  prices  were  higher  in  19514.  In  - 
cents  per  unit,  the  retail  prices  increased  more  than  cost  prices,  although 
percentage  increases  in  cost  prices  were  larger. 


Table  2. -Retail  selling  and  cost  prices  and  gross  margins  for  certain 
fresh  fruits  and  vegetables  in  Pittsburgh,  July  1950-January  1951^ 

and  October -November  19Sh  1/ 


Item 

Unit 

• • 

Selling 

price 

Cost  price 

y 

Gross  margin 

:As  percentage 
Actual  : of 

: selling  price 

1950- : 

51  : 

195U 

1950-  : 
51  : 

19514 

1950-: 

51  : 

19514 : 

1950- 

51 

I95I4 

Cents 

Cents 

Cents 

Cents 

Cents 

Cents 

Itercent  Percent 

Apples 

Pound 

10, U 

12  06 

6.U 

8.3 

14.0 

U.3 

38.5 

3I4.I 

Tomatoes 

Pound 

18.3 

28.2 

11:8 

21. 14 

6.5 

6.8 

35c.5 

214.1 

Head  lettuce 

Head 

15.9 

22. U 

11:2 

17.7 

I4e7 

I4.7 

29.6 

21.0 

Oranges 

Dozen 

I43.O 

55.8 

30:0 

39.1 

13,0 

16.7 

30.2 

29.9 

Onions 

Pound 

6.6 

8.8 

3:5 

14.8 

3.1 

I4.0 

I47.O 

I45.5 

Irish  potatoes 

Pound 

U.I4 

5.5 

3.1 

I4.I 

1.3 

1.14 

29.5 

25.5 

Sweetpotatoes 

Pound 

10.1 

ii.h 

6.U 

7.9 

3.7 

3.5 

36.6 

30.7 

with  more  than  $35^000  gross  sales.  1951;  sample  included  U chain  stores, 

U independents  with  gross  sales  of  more  than  ^100, 000,  and  6 independents 
with  gross  sales  between  $50,000  and  $100,000. 

£/  Cost  adjusted  for  physical  losses  from  waste  and  spoilage,  based  upon 
loss  rates  found  in  1950  study. 


Retail  Margins  for  Canned  and  Frozen  Items  in  11  Cities, 

19149-50 j and  in  Pittsburgh,  19511 

Retail  gross  margins  of  the  canned  and  frozen  items  surveyed  in 
Pittsburgh  may  be  compared  with  the  results  of  a study  in  19l4  9-50  in  11 
cities  of  more  than  350,000  population.5/  In  general,  percentage  margins 
on  individual  items  in  the  lit  Pittsbargh  stores  during  the  5 weeks  in 
October -November  1951;  were  about  2 percentage  points  more  than  in  the 
stores  in  the  11  cities  observed  in  the  earlier  study  (table  3). 


5/  Peters,  C.  W,,  "Price  Spreads  in  the  Marketing  of  Canned  and  Frerzen 
Fruits  and  Vegetables."  The  Marketing  and  Transportation  Situation, 

Aug.  1950,  U.  S.  Dept,  Agr . , pp,  6-16. 
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Table  3. -Gross  retail  margins  for  canned  and  frozen  fruits  and  vegetables 
in  11  large  cities,  19U9-50,  and  in  Pittsburgh,  October -November  195U. 


Item 

11  cities  . 

Pittsburgh 

19U9-50  ; 

Oct, -Nov.  195U 

Percent 

Percent 

Canned 

Cling  peaches 

18.1 

1/  20.5 

Freestone  peaches 

17  .,8 

Green  beans 

20  c 5 

2U.9 

Sweet  corn 

21.5--- 

21  o 8 

Green  peas 

l8.1i. 

17.ii 

Tomatoes 

19.3  . 

■ 2U.3 

Average 

21.8 

Frozen 

Peaches 

21.5 

-C';  26.  U 

Strawberries 

18.8 

^ • iv  ::  20. U 

Baby  lima  beans 

20.3 

' . . 20.5 

Peas  • 

20.5 

20.7 

Average 

20.3' 

22,0 

1/  Data  for  both  cling  and  freestone  peaches. 
2/  Fordhooks  rather  than  baby  limas.. 


iiETAIL  FOOD  STO.iES  HAVE  BECOi'iE  LARGER 


Average  sales  per  retail  food  store  increased  from  approximately'' 
C)6lj000  in  I9U8  to  ^^895000  in  1953  (table  h)  <>  Some  of  this  increase 
resulted  from  a rise  in  prices j but  much  of  it  reflected  an  increase  in 
the  quantity  of  goods  sold.  The  increase  in  dollars  of  I9I48  purchasing 
power  was  approximately  percent <,  Average  dollar  sales  for  grocery 
stores^  which  have  about  four-fifths  of  total  food  sales  increased  from 
about  066^000  to  nearly  $9h,000.  The  volume  of  goods  sold  was  about 
one-third  larger  in  1953  than  in  19U8, 

Table  U. -Number  of  grocery  and  other  food  stores  and  their  volurre  of  sales ^ 

19lr8  and  1953 


Type  of  store 
and  ownership 

Number  of  stores 

; 

Volume  of 

sales 

Dec . 

31 

: Total 

; Per 

store 

i9i;b 

: 19^3 

; 19h8 

: 1953 

: lOT 

: 1953 

Number 

Number 

Million 

dollars 

Million 

dollars 

Dollars 

Dollars 

Grocery  stores; 

Chain  1/ 

22,550 

17,132 

8,532 

12,[i0[i 

378,359 

711,565 

Independent 

355,389 

3U0,90U 

16,238 

21,219 

85,691 

62,283 

Total 

377,939 

358,336 

2U,770 

33,623 

65,580 

93,831 

other  food  stores 

126,500 

98,073 

6,196 

7,15U 

88,980 

72,986 

Total 

50U,h39 

U56,U09 

30,966 

UO,777 

61,387 

89,383 

l7  Units  of  an  organization  operating  11  or  more  stores. 


Conpiled  from  reports  of  the  Bur.  of  the  Census. 

The  number  of  food  stores  declined  10  percent  between  19U8  and  1953^ 
continuing  a trend  that  developed  before  19U8.  Between  1939  and  19U8,  the 
number  also  declined  10  percent.  The  reduction  was  larger  among  specialty 
food  stores  (bakeries,  m.eat  and  fish  markets,  and  other  stores  having 
limited  lines)  than  among  grocery  stores.  The  grocery-store  classifica- 
tion includes  the  supermarkets.  In  the  grocery  group,  chain  stores  (units 
of  an  organization  operating  11  or  more  stores)  decreased  more  than 
independents.  Many  chain  organizations  have  been  replacing  small  stores 
with  fewer  large  stores. 

Fewer  stores  are  needed  now  that  many  more  families  shop  by  auto.  A 
store  can  draw  customers  from  a much  wider  area  than  formerly.  Thus,  the 
automobile  has  been  responsible  for  a reduction  in  the  number  of  retail 
food  stores,  as  the  truck  has  been  responsible  for  a decrease  in  the  number 


0 


of  estaolishments  assembling  farm  products » Customers  have  been  attracted 
to  large  stores  by  their  v;ide  assortment  of  foods  and  other  merchandise ^ 
by  their  parking  lots,  their  comfortable  and  convenient  display  rooms, 
their  parcel  pickups,  and  other  services.  A large  store  can  advertise  and 
and  do  other  sales -prom.ot ion  work  that  vjould  be  too  expensive  for  a small 
store.  Large  stores  probably  have  a quicker  turnover  of  stock  and  larger 
sales  per  unit  of  floor  space  than  do  small  stores.  Perhaps  many  are  able 
to  obtain  economies  of  scale  in  the  use  of  labor  and  equipment.  ^ 

Chain  grocery  stores  had  about  37  percent  of  the  total  grocery-store 
sales  in  1953^  36  percent  in  1952,  3h  percent  in  19U8,  and  33  percent  in 
1939.  The  12  largest  chain-store  companies  in  the  United  States,  each  of 
x>rhich  had  an  annual  sales  total  of  more  than  100  million  dollars  in  1952, 
had  about  26  percent  of  the  total  grocery-store  sales  in  1952,  and  about 
26  percent  in  1939.  The  three  largest  had  about  one-fifth  of  the  grocery- 
store  sales  in  both  1952  and  1939.  Thus,  changes  in  the  distribution  of 
sales  betvreen  chain  and  independent  stores  and  among  chain-store  companies 
of  different  size  groups  have  been  small.  I'ledium  and  small  chains  made  a 
slight  increase  in  their  share  'of  the  total  grocery-store  sales  at  the 
■expense  of  independent  stores. 

A further  decrease  in  the  number  of  retail  food  stores  seems  probable. 
There  are  still  many  small  stores,  some  of  which  are  operated  by  chains 
which  have  had  a policy  of  merging  small  stores.  The  shift  of  population 
to  suburban  areas  has  drawn  avjay  customers  from  many  small  stores.  Small 
stores  vrill  continue  where  they  serve  customers  who  cannot  easily  reach  a 
large  store  or  are  in  areas  which  cannot  support  a large  store.  Often 
small  stores  draw  customers  who  wish  to  buy  only  a fen  items  because 
purchases  can  be  made  more  quickly  than  in  a larger  store  or  can  be  made 
when  larger  stores  are  closed, 

A large  proportion  of  the  independent  stores  now  belong  to  retailer- 
owned  cooperative  wholesaling  organizations  or  are  affiliated  with  v;hole- 
saler-sponsored  voluntary  chain  organizations.  More  of  the  wholesalers 
are  assuming  the  buying  functions  of  retailers  and  a re  helping  the  retailers 
through  advertising  and  merchandising  aids,  store  engineering  services, 
accounting  aids,  and  general  store  supervision.  Wholesalers  are  adding 
new  lines  of  merchandise,  such  as  frozen  foods,  nonfood  items,  and  in  a 
few  instances  meat  departments.  These  changes  in  wholesaler-retailer 
relations  have  been  aimed  at  providing  independent  retail  stores  with 
advantages  of  integration,  specialized  management,  and  sales  promotion 
possessed  by  chainstore  organizations. 


For  a discussion  of  the  increase  in  the  number  and  sales  of  super- 
markets, see  the  December  1951  issue  of  The- Marketing  and  Transportation 
Situation.  . 


LIGHTER  MD  CHEAPER  CONTAINEiiS  FOR  FRUITS  AND  VEGETABLES 


For  packaging  many  food  products,  especially  fresh  fruits  and  vege- 
tables, large,  cumbersome,  and  expensive  wood  shipping  containers  have 
been  replaced  by  smaller,  lighter,  and  cheaper  fiberboard  containers. 

The  substantial  increase  in  the  cost  of  the  wood  components  of  many  types 
of  wood  and  wood  veneer  containers  since  World  War  II  has  been  one  of  the 
chief  factors  responsible  for  the  shift  to  fiberboard  for  bulk  packaging 
of  many  fruits  and  vegetables.  Other  factors  accounting  in  part  for  this 
trend  are  increased  labor  costs  for  packing,  wrapping,  loading,  and 
handling  the  commodities  and  increased  freight  and  refrigeration  charges. 

The  fiberboard  packages  used  for  most  commodities  are  generally  smaller 
and  considerably  lighter  than  the  wood  packages  they  have  replaced.  This 
particular  feature  of  the  new  containers  has  made  them  quite  popular  with 
retailers , 

Substantial  savings  have  been  realized  in  handling  many  fruits  and 
vegetables  not  only  in  the  initial  costs  of  the  fiberboard  packages  as 
compared  with  the  wood  containers  but  also  in  the  cost  of  container 
assembly,  packing,  closing,  and  transportation.  In  the  changeover  from 
wood  to  fiberboard  packages  for  oranges  and  lemons,  for  example,  indi- 
vidual wrapping  and  place -packing  of  the  fruit  has  been  eliminated  in 
favor  of  the  volume -fill,  jumble  pack,  producing  important  savings  in 
packing  costs.  As  the  fiberboard  packages  are  lighter  and  make  somewhat 
more  compact  loads  than  the  wood  containers,  some  economies  have  also  been 
achieved  in  freight  and  refrigeration  costs. 

The  introduction  of  fiberboard  containers  for  some  commodities, 
especially  lettuce,  followed  the  development  of  special  methods  of  processing 
the  commodities  for  shipment.  Development  of  the  vacuum-cooling  method 
for  removal  of  field  heat  from  lettuce  has  made  it  possible  to  ship  the 
comraodity  in  dry  containers  without  crushed  ice  in  the  packages  or  over 
the  load.  This  has  made  feasible  the  packaging  of  the  product  in  fiber- 
board  for  shipment.  As  most  of  the  lettuce  shipped  from  the  important 
lettuce-growing  areas  in  California  and  Arizona  in  fiberboard  cartons  is 
packed  in  the  field  instead  of  in  packing  sheds  as  it  is  vjhen  the  wood 
crates  are  used,  substantial  savings  in  packing  costs  have  been  realized. 
Since  the  fiberboard  cartons  lend  themselves  to  handling  on  pallets  and 
conveyors  more  effectively  than  the  wood  crates,  they  have  proved  easier 
and  less  expensive  to  handle  and  load  for  shipment. 

Data  on  the  comparative  quantities  of  various  important  perishable 
commodities  currently  being  packaged  in  different  types  of  containers  are 
meager.  Recent  estimates,  however,  are  that  approximately  98  percent  of 
the  California  lemon  crop  and  about  80  percent  of  the  Calif ornia-Arizona 
lettuce  shipments  are  now  packaged  in  fiberboard  cartons  compared  with 
about  10  percent  for  both  commodities  2 years  ago,  A considerably  smaller 
but  constantly  inci'easing  proportion  of  the  California  and  Florida  fresh 
orange  shipments  is  being  marketed  in  fiberboard  packages.  Practically 
all  the  cranberries  marketed  domestically  are  now  packaged  in  fiberboard 
and  a considerable  quantity  of  apples  is  also  packaged  in  various  types 
and  sizes  of  cartons.  Experiments  are  now  under  way  looking  toward  the 
development  of  suitable  fiberboard  packages  for  plums  and  pears.  Recent 
developments  in  packaging  and  marketing  point  to  a continuation  of  the  trend 
away  from  wood  to  fiberboard  for  packaging  many  of  these  commodities. 
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K DRY  EDIBLE  BEANS  AND  PSAS  Y 


Outlook  for  Dry  Edible  Beans 

Overall  supplies  of  beans  will  be  in  excess  of  market  requirements  during  the 
1955-56  marketing  yearo  Export  demand  is  expected  to  be  better  largely  because 
ample  supplies  of  white  beans  will  be  available  for  export o Exports  of  colored 
beans  are  expected  to  be  at  least  as  high  as  in  195U"55o  Domestic  demand  should 
be  somewhat  better  than  in  195^-55° 

Total  supplies  may  w^ell  aggregate  20o5  million  cwte  as  compared  with  I90U  million 
in  199^-55 o Increased  supplies  are  due  largely  to  greater  carryover  stocks^  most 
of  which  are  owned  by  Commodity  Credit  Corporation,  Expjorts  are  exp-ected  to  be 
up  about  0,7  million  and  domestic  disappearance  up  0o3  to  OoU  milliono  Carryover 
stocks  from  the  1955-56  crop  are  expected  to  be  the  same  or  lower  than  from  the 
195U  crop. 

White  bean  supplies  (pea,  great  northern^  small  white)  will  be  up  about  20^  this 
year  due  to  a much  larger  crop,  particularly  of  pea  beans.  Amount  of  carryover 
will  depend  ‘'argely  on  export  movement.  All  classes  of  white  beans  will  be  in 
ample  supply.  In  spite  of  a smaller  crop,  supplies  of  colored  beans  (pinto, 
pink,  red  kidney,  small  red,  cranberry)  will  be  about  the  sam^  as  in  195i+'-55o 
The  heavy  carryover  of  pink,  pinto  and  small  red  beans  from  the  195ii  crop  is  the 
cause  of  the  high  level  of  supplies  this  year.  Red  kidney  beans  w'iil  be  in  short 
supply  as  will  cranberry  bean,So  Pinto,  pink  and  small  red  beans  will  be  in  heavy 
supply. 

Total  supplies  of  lim^a  beans  will  be  some  15^  smaller  than  a year  ago,  with  most 
of  the  reduction  being  in  supplies  of  baby  lima  beans.  Carryover  stocks  should 
be  down  to  low  levels  on  both  large  and  baby  limas  at  the  end  of  the  1955“Crop 
marketing  year. 

Blackeye  beans  are  in  heavier  supply  than  in  195U-555  but  it  is  doubtful  that 
there  is  a substantial  surplus. 

Pricewise,  over-all  bean  prices  are  expected  to  average  out  lower  than  last  year. 
The  heavier  over-all  supplies,  coupled  with  support  prices  of  about  SloOO  lower, 
are  the  major  factors.  Much  of  the  anticipated  increase  in  disappearance  will 
come  from  CCC  stocks,  minimising  its  impact  on  the  1955  crop  pi'ices. 

White  beans  are  expected  to  be  lower  in  price.  The  short  crop  of  19$h  resulted 
in  excellent  prices,  particularly  for  pea  and  small  vxhite  beans.  With  supplies 
ample  this  year,  prices  may  be  expected  to  settle  close  to  support  levels 
unless  export  demand  is  very  heavy. 

Red  kidney  and  cranberry  beans  will  enjoy  good  prices  but  small  red,  pink  and 
pinto  beans  will  probably  sell  close  to  the  support  level.  Baby  lima  beans 
will  enjoy  higher  prices  than  a 3^ar  ago  and  will  be  above  support  levels,  while 
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large  lima  beans  may  also  be  priced  somewhat  above  the  support  price,  although 
there  is  considerable  question  as  to  the  size  of  this  cropo 

The  1955  crop  of  blackeye  beans  will  probably  average  considerably  lower  in 
price  than  the  195U  crop,  but  some  recovery  from  the  low  levels  of  early 
November  is  probable  0 


Background 


Tables  1 =-  8 attached  contain  basic  data  on  acreage,  production,  price,  supply= 
distribution,  and  price  support  operations  for  dry  edible  beans o Significant 
features  as  shown  in  these  data  and  other  material  are  discussed  in  this 
sectiono 

Acreage 

Planted  acreage  by  States  1920=-195U  is  shown  in  Table  !<>  UoSo  acreage  eX“ 
panded  from  an  average  of  l,585jOOO  acres  in  1920=29  to  1,9^495000  in  1930=39 
and  2, 0314., 000  in  19l40“l49o  However,  the  1930=3U  average  is  down  to  l,5275000o 

Figure  1 shows  the  relative  importance  of  each  State’s  acreage  for  the  last 
31/2  decades o 


Figure  1 

Average  Planted  Acreage  by  States  as  Percent  of  UoSp  Acreage 

(Percent) 


State 

1920=29 

1930=39 

19140-149 

1950-314 

New  York 

7 

8 

7 

10 

Michigan 

36 

30 

Eastern  States 

143 

38 

36 

38 

Colorado 

19 

23 

17 

16 

Idaho 

1; 

6 

7 

9 

Montana 

2 

1 

1 

1 

Nebraska 

1/ 

1 

3 

5 

New  Mexico 

11 

10 

11 

ii 

Wyoming 

_1 

Jl 

A 

Rocky  Mto  States 

37 

I43 

I43 

39 

California 

18 

17 

18 

21 

Washington 

y 

y 

y 

1 

Pacific  Coast 

18 

17 

18 

22 

1/  Less  than  0o^% 

The  importance  of  the  RocIq’'  Mountain  and  Pacific  Coast  States  is  on  the  increase, 
due  primarily  to  the  rise  of  Idaho,  Nebraska  and  Washingtouc 
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Production 

U.Se  production  of  beans  has  ranged  from  a low  of  10,i;10,000  cwt.  in  1932  to  a 
high  of  19,863,000  cwt.  in  19U9  (Table  2).  The  19UO-ii9  decade  had  the  highest 
average  production  (16,666,000).  The  1950-9U  production  is  almost  10,^  lower 

(19,968,000). 

Figure  2 shows  the  relative  importance  of  State  production. 

Figure  2 


Average  Pin  duct ion  by 

Principal 

States  as  Percent 

of  U.S.  Produc 

tion 

State 

1920-29 

(Percent) 

1930-39 

19i|0-ii9 

1990-9U 

Michigan 

37 

31 

29 

22 

New  York 

8 

9 

8 

9 

■ '■ 

Eastern  States 

U9 

Uo 

33 

31 

Colorado 

8 

9 

11 

lii 

Idaho 

7 

11 

12 

lU 

Montana 

2 

2 

2 

1 

Nebraska 

y 

1 

9 

6 

New  Mexico 

5 

k 

k 

1 

Wyoming 

_1 

_2 

_6 

Rocl^  Mt,  States 

23 

30 

kO 

Ul 

California 

31 

29 

26 

27 

’Washington 

y 

y 

y 

c 

Pacific  Suates 

31 

29 

26 

29 

1/  Less  than  0.9^ 

The  relative  importance  of  the  Rocky  Mountain  area  has  been  steadily  increas- 
ing primarily  at  the  expense  of  the  Eastern  area.  Looking  at  the  individual 
States,  California  has  become  the  most  important  State  Vvith  Michigan  dropping 
to  second  position. 

There  have  been  wide  fluctuations  from  year  to  year  in  production  of  individual 
classes  (Table  3),  but  when  averages  are  used  the  rate  of  change  is  slowed. 
Significant  changes  may  be  determined  from  Figure  3. 


Figure  3 


Average  Production  by  Class  as  Percent  of  Total  UoSo  Production 

(Percent)  i / 


Glass  1920-’29 


Pea  38 

Great  Northern  7 

Small  '.#iite  3 

Yelloweye  _1 

Total  I#iite  U9 

Pinto  13 

Panic  6 

Small  Red  2 

Red  Kidney  5 

Cranberry  _1 

Total  Colored  2? 

Large  Lima  10 

Baby  Lima 

Total  Lima  13 

Blackeye  U 

Other 

Total  Other  11 


1930=39 

19Uo-li9 

1950=5ii 

31 

26 

22 

12 

18 

11 

h 

U 

h 

_1 

_1 

_1 

)48 

U9 

38 

IR 

18 

24 

h 

3 

3 

3 

2 

5 

5 

6 

8 

_2 

J. 

_1 

28 

30 

hi 

8 

7 

8 

6 

_5 

13 

13 

13 

h 

k 

_6 

J. 

10 

9 

10 

^ Because  of  rounding^  percentages  do  not  total  100  in  every  column 

Wlien  the  various  classes  are  grouped  in  a logical  manner  (as  shown  in  Figure 
3)  the  relative  importance  of  each  group  is  remarkabl3r  stable  for  the  first  3 
decadeso  The  white  and  lima  groups  remained  almost  identical  percentagewise 
in  this  period  while  colored  beans  increased  slightly  at  the  expense  of 
’’other"  beans o 

The  195'0-5l|-  period  shows  a sharp  increase  in  the  colored  group  at  the  expense 
of  the  white  groupo  This  is  the  result  in  part  of  unfavorable  weather  in 
Michigan  in  two  of  the  5 years ^ and  it  is  doubtful  the  entire  decade  will  show 
the  same  relationship  as  the  first  halfo  Supplies  of  colored  beans  as  a group 
have  been  well  in  excess  of  demand  during  much  of  the  19^0~^k  period,, 

Within  the  white  group^  great  northerns  have  become  more  important  ard  pea 
beans  less  soo  In  the  colored  groupj  pintos,  small  reds  and  red  kidneys  have 
been  increasing  in  importance  and  pink  beans  have  been  decliningo  Baby  lima 
beans  which  increased  in  importance  in  the  30’ s and  i;0*s  are  presently 
receding  and  large  lima  beans  are  again  increasing  percentagewise,  Blackeye 
production  remained  stable  in  importance  until  the  1950“5U  period^  when  a 
moderate  increase  took  place ^ while  "other"  beans  have  been  steadily  declining 
in  importance o 


Table  I4.  shows  the  relative  importance  of  each  class  by  State  to  the  total  pro- 
duction of  the  State  and  to  the  total  U»So  production  of  the  particular  class. 
Highlights  revealed  are  (l)  the  concentration  in  the  total  production  of  small 
white ^ pini:,  large  lima^j  baby  lima^  and  blackeye  beans  in  one  State  - Cali- 
fornia, and  of  pea  beans  in  Michigan  and  red  kidney  beans  in  New  York,  (2)  The 
increase  in  pinto  bean  production  in  Idaho,  Montana,  Nebraska,  and  Wyomingo 
(3)  Increase  of  production  of  small  red  beans  in  Washington, 

Supply-Pis  tr ibution 

The  supply-distribution  for  the  marketing  years  1920=5^  as  shoim  in  Table  ^ is 
briefly  analyzed  as  follows:  Imports  have  been  of  little  significance  since 
the  1920* s,  total  supplies  have  been  trending  upward  due  to  increased  produc- 
tion, domestic  disappearance  has  been  keeping  pace  with  population  increases, 
exports  are  sharply  higher  in  the  U0*s  and  50*s,  and  carryover  stocks  have 
been  moving  upward.  The  teavy  carryover  stocks  in  the  1950* s reflect  the 
heavy  overproduction  in  19^8  and  19^9,  x-dth  carryover  stocks  from  the  1952, 

1953  and  195U  crops  being  much  lower.  On  the  other  hand,  a considerable  por- 
tion of  the  exports  in  the  1950-5U  period  consisted  of  beans  acquired  by  Com- 
modity Credit  Corporation  under  the  price  support  program  which  were  sold  at 
a loss  or  x-^hich  moved  under  foreign  assistance  programs. 

Prices  and  Price  Stabilization 


Stabilisation  of  bean  prices  X'las  first  undertaken  in  the  late  1930*' s in  the 
form  of  surplus  removal  operations.  With  advent  of  World  War  II  support  prices 
became  a tool  to  obtain  expanded  production  and  nonrecourse  loans  were  made 
available  to  producers  in  addition  to  direct  purchases.  Because  of  the  heax/y 
demand  for  beans  during  the  war  and  the  immediate  postwar  period,  no  stocks 
were  accumulated  by  Commodity  Credit  Corporation  xmder  the  price  support  pro- 
gram until  the  19ii8  crop,  (See  Table  7)  The  price  support  program  has  been 
of  considerable  importance  on  every  crop  since  19li8o 

TabLe  8 shows  the  breakdoxrjn  of  price  support  operations  by  States  for  the 
I9I48-5U  crops.  In  total  for  the  7 years,  the  lowest  loan  deliveries  to  CGC  in 
terms  of  percentage  of  production  took  place  in  New  York  and  California,  and 
the  highest  in  "Washington,  Wyoming  and  Montai'a,  In  surrimar3''  (Table  8-a), 
Commodity  Credit  Corporation  acquired  from  the  19li8-5U  crops  a total  of  198  2 
million  cvrt-,  which  represented  l6^  of  the  total  U,S,  production  for  this 
period. 

As  indicated  in  Table  6,  the  x^eighted  U.S,  season  average  prices  to  farmers 
have  ranged  from  a low  of  $lo97  per  100  pounds  in  1932  to  a high  of  $11, 60  in 
I9U7.  The  low  I93O-39  average  price  of  $3«l6  compares  x-iith  the  1950-5U 
average  of  $8,0U«  The  price  movement  has  followed  generally  the  over-all 
trend  of  agricultural  prices.  In  relationship  to  parity  (colxomn  13  of  Table 
7),  beans  have  fared  well  since  the  1930®  s,  staying  above  85!^  of  parity  in  all 
but  one  year. 


Importance  of  International  Trade  in  Dry  Beans 

The  UoSo  bean  production  in  1955  is  about  15^  of  estimated  world  production  of 
125  to  150  million  cwto  World  trade,  exclusive  of  the  Orient,  has  been  around 
7 million  cwt»  in  recent  years  with  the  UoSo  contributing  about  2o5  million  or 
more  than  l/3  of  the  totalo 

About  2/3  of  UoSo  exports  go  to  Latin  America  with  most  of  the  remainder  going 
to  Western  Europe o Cuba,  Mexico  and  the  United  Kingdom  have  been  our  best 
customers o 


Factors  Adversely  Affecting  Export  Market  Possibilities 

Consuming  habits  are  expressed  in  preferences  for  particular  types  of  beans » 
Europe,  for  example,  is  reluctant  to  take  anyt.hing  but  white  beans o Latin 
America  prefers  colored  beanso  At  times  UoSo  exportable  supplies  are  of  a type 
which  sharply  limits  export  sales  to  one  area  or  the  other o 

Import  restrictions  exist  in  every  importing  country  in  Europe,  primarily  to 
conserve  exchange o Recent  years  have  seen  some  liberalization  of  controlso 
Preferences  for  empire  or  colonial  production  also  existo 

Export  Outlook 

Exports  to  Latin  American  countries  have  been  on  the  increase  and  this  trend 
is  expected  to  continue,  but  not  at  a rats  sufficient  to  offset  U,S<,  produc- 
tion potentialities o Europe’s  imports  from  the  UoS,  are  expected  to  be 
substantially  highs r than  in  195U  when  supplies  of  white  beans  in  the  UoSo 
were  small. 


Outlook  for  Dry  Field  Peas 

Supplies  of  dry  field  peas ^ are  e:!q5ected  to  approximate  2o8  million  cwt. 
(cleaned)  in  the  1955~crop  marketing  year.  The  195U“Crop  marketing  year 
supply  approached  lioO  million  cwt.  Donrestie  disappearance  is  expected  to  con=- 
tinue  at  about  the  same  level  but  a drastic  reduction  in  exports  appears  cer- 
tain. 

Crop  failures  in  European  countries  caused  exports  from  the  195U  crop  to  soar 
to  lo3  mi.llion  cwt-o,  a figure  unprecedented  in  peacetime.  Exports  for  the 
preceding  5 years  averaged  slightly  over  0.5  million  cwt. 

After  starting  at  a relatively  low  level,  prices  for  the  19^h  crop  advanced  to 
very  high  levels.  With  e^^ort  demand  dotm  sharply,  prices  for  the  1955  crop 
may  average  somewhat  lower  than  195U-crop  prices,  but  are  expected  to  remain 
at  a relatively  favorable  level.  Greatly  reduced  yields  prevented  the  produc- 
tion of  a heavy  supply  in  1955 « 


Background 


Basic  data  on  acreage^  productionj  price ^ and  supply-distribution  of  dry  field 
peas  appears  in  Tables  9 “ 13j  inclusive^  Data  in  these  tables  generally 
pertain  to  both  smooth  and  wrinkled  peas.  The  smooth  or  edible  types  move  to 
the  consumer  in  the  U,S,  primarily  in  the  form  of  split  peas.  The  vrrinlcled  or 
seed  types  are  used  primarily  to  plant  canning  and  fresh  pea  acreage  and  in 
planting  home  gardens.  Discussion  of  significant  features  of  the  data  in 
Tables  9 - 13  follows o 


Acreage 

The  planted  acreage  of  field  peas  (Table  9)  expanded  greatly  in  the  19U0'^s. 
Heavy  wartime  and  postwar  demand  provided  a ready  market  for  the  edible  types 
at  attractive  prices.  Readjustment ^ though  sharpy  was  accomplished  substan- 
tially by  1950*  Acreage  in  tl^  1950-5li  period  has  been  close  to  prewar. 

Production 

U.S,  production  (Table  10)  of  dry  field  peas  has  followed  the  acreage  pattern 
quite  closely,  and  has  been  pretty  well  balanced  vd-th  demand  in  most  recent 
years.  Production  is  highly  concentrated  with  Idaho  acxd  Washington  jointly 
producirig  about  S6^  of  the  total  production  in  the  IS’SO^^h  period. 

Smooth  peas  (principally  Alaska.  First  and.  Best,  and  White  Canada)  made  up. 

80$  of  the  production  in  the  19ii0“L'9  decade  and  70$  in  the  1950=5^4  period. 

Green  types  (oriniaril^"  Alaska)  dropped  from  67$  of  total  field  production  in 
the  19U0^s  to  52$  in  White  types  (First  and  Best,  White  Canada,  etc,) 

increased  from  13$  in  19iiO-li9  to  18$  in  1950“=5Uo  Wririkled  types  increased  from 
20  to  30$  in  the  same  period. 


Supply -Distribution 


Total  supplies  of  dry  field  peas  have  been  considerably?-  lower  in  the  1950-bl4 
period  than  in  the  19U0®So  Imports  have  been  somewhat  higher  during  this 
period  but  represent  less  than  3$  of  tcital  supplies.  Domestic  disappearance 
has  remained  quite  constant  throughout  the  l950-5h  period  although  below  the 
19ii0’s,  Exports,  which  dropped  sharply  after  the  cessation  of  the  immediate 
postwar  demand,  moved  up  quite  well  from  1950-53  and  advanced  shaiply  in  19^1+ • 
Briding  stocks  have  not  been  burdensome  in  most  recent  years. 

Prices 

Prices  for  peas  have  followed  the  general  trend  of  agricultural  prices,  rising 
sharply  in  the  19UO“i49  decade  and  averaging  an  additional  small  increase  in 
1930-9U.  Prices  for  the  1952,  1953  and  195^1  crops  particularly  have  been 
favorable. 


=^8- 


Marketing  Sei-/-ices  for  Dry  Beans  and  Peas 
Market  Mews 

At  the  present  time  a bean  market  news  service  is  in  effect  in  California 
under  a Federal -State  cooperative  agreement „ Weekly  reports  are  issued  by 
T®  J»  Cameron^  USDA^  Agricultural  Marketing  Service,  Grain  Division,  SOU 
VJholesale  Terminal  Buildi.ngj,  Los  Angeles  21,  California,  and  by  F®  L«  Lyons, 
IJSDA,  Agricultural  Marketing  Service,  Grain  Division,  729  Appraisers  Building, 
San  Francisco  11,  Calif omiao  The  reports  are  devoted  principally  to  the 
market  situation  in  Californiao  However,  some  data  relating  to  the  other 
areas  is  publishedo  Foreign  trade  statistics,  arrivals  of  beans  in  Cuba,  data 
relative  to  price  support  programs  and  CCC  purchases,  sales  and  inventory  are 
released  regularly®  Infomation  regarding  the  bean  markets  at  some  of  the 
bean  producing  areas  other  than  California  is  obtained  by  a few  correspondents 
located  in  these  areas. 


Inspection  of  Beans  and  Peas 

Dry  beans,  peas  and  split  peas  are  inspected  by  or  under  the  supervision  of  the 
Grain  Division,  Agricultural  Marketing  Service®  These  inspections  are  performed 
under  Regulations  (7  CFR,  Part  68)  issued  under  authority  of  the  Agricultural 
Marketing  Act  of  19U6o 

Inspections  are  performed  to  determine  the  quality  and  condition  of  the  com- 
modities in  terms  of  official  standards  issued  by  the  Agricultural  Marketing 
Service®  These  standards  were  developed  over  a period  of  years  and  are 
designed  to  reflect  the  quality  of  the  respective  commodities  as  produced  and 
marketed  in  the  United  States® 

The  inspection  service  may  be  performed  by  authorized  employees  of  the  Grain 
Division,  Agricultural  Marketing  Service,  or  by  employees  of  State  Departments 
of  Agriculture,  and  other  agencies  who  are  qualified  and  licensed  by  the  Sec- 
retary of  Agriculture  to  perform  this  service®  At  the  present  time,  agree- 
ments or  contracts  are  in  effect  with  Stale  Departments  of  Agriculture  and 
other  agencies  in  all  bean  and  pea  producing  areas®  The  service  is  also 
available  at  terminal  markets  in  the  interior  and  principal  ports  from  intoich 
beans  and  peas  may  be  e3<portedo  Under  this  organization  setup  the  service 
is  made  readily  available  to  all  interested  parties  engaged  in  the  production 
and  marketing  of  beans  and  peas® 

The  standards  are  also  applied  by  these  inspectors  for  the  purpose  of  price 
support  or  purchase  and  loan  programs®  In  this  field  the  service  aids  in  the 
execution  of  contracts®  Certificates  issued  serve  as  evidence  of  true 
quality  and  condition  of  the  commodities  in  storage  or  other  locations® 

Marketing  and  Utilization  Research 

Some  recent  publications  by  the  Department  dealing  with  research  findings  con- 
cerning dr;^''  beans  and  peas  ares 


"Packaging  of  Rice  and  Dry  Edible  Beans  and  Peas"  - August  19U9o 

"The  European  Market  For  Dry  Edible  Beans  and  Related  Pulses"  - May  19^0 
FAR  No, 

"Marketing  Dry  Edible  Beans  and  Peas"  - June  19^1  - Technical  Bulletin 

No,  lOUUo 

"Trends  in  Packaging  Materials  and  Equipment  for  Dry  Edible  Beans  and  Related 
Commodities"  » June  1952, 

"Development  of  Rapid  Methods  of  Soaking  and  Cooking  Dry  Beans"  - June  1952, 
Technical  Bulletin  No,  lO^lo 

"Modem  Cookery  for  Dry  Beans ^ Peas  and  Lentils"  » September  1952,  Leaflet 

Noo  326, 


"Merchandising  Peas  and  Split  Peas  Packaged  in  Transparent  Films"  - May  1953® 
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TABLE  4 DRY  EDIBLE  BEANS 

Production  by  Principal  States  and  Major  Classes  1945-54 
(Thousands  of  cwt.  - Cleaned) 
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TABLE  it  - continued  Production  by  Principal  States  and  Major  Classes  1945-54 

(Thousands  of  cwt,  - Cleaned) 
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]y  Includes  production  in  minor  States 


TABLE  $ 


DRY  EDIBLE  BEANS 

Supply-Distribution  for  Marketing  Years  1/ 
(1000  bags  of  100  lbs.  each  - cleaned  basisT 


Supplie  3 Utilization 


Year 

Beginning 

Stocks 

Imports 

Produc  tion 

Total 

Supplies 

Domestic 

Disappearance 

Exports 

Total 

Disappearance 

Ending 

Stocks 

1920 

2,000 

N.A. 

5,809 

7,809 

1*,976 

833 

5,809 

2,000 

1921 

2,000 

U8U 

5,772 

8,256 

7,126 

630 

7,756 

500 

1922 

500 

1,136 

7,321* 

8,960 

7,850 

1*10 

8,260 

700 

1923 

700 

ia9 

8,955 

10,071* 

8,053 

U31 

8,1*81* 

1,590 

1921* 

1,590 

1,196 

8,1*10 

11,196 

10,273 

323 

10,596 

600 

1925 

600 

1,070 

10,755 

12,U25 

10,727 

398 

11,125 

1,300 

1926 

1,300 

1,115 

9,669 

12,081* 

10,225 

379 

10,601* 

1,1*80 

1927 

1,1*80 

1,860 

9,108 

12,1*1*8 

11,590 

288 

11,878 

570 

1928 

570 

1,009 

9,900 

11,1*79 

11,031 

198 

11,229 

250 

1929 

250 

1,871* 

11,561 

13,685 

12,551 

201* 

12,755 

930 

1930 

930 

980 

13,51*0 

15,1*50 

13,185 

200 

13,385 

2,065 

1931 

2,065 

l61* 

11,970 

11*, 199 

12,1*28 

109 

12,537 

1,662 

1932 

1,662 

206 

io,iao 

12,278 

10,938 

90 

11,028 

1,250 

1933 

1,250 

259 

12,065 

13,571* 

11,1*93 

81 

11,571* 

2,000 

193U 

2,000 

503 

10,656 

13,159 

11,939 

70 

12,009 

1,150 

1935 

1,150 

265 

13,333 

11*,  71*8 

13,521* 

lOl* 

13,628 

1,120 

1936 

1,120 

703 

10,767 

12,590 

11,621 

1*1* 

11,665 

925 

1937 

925 

199 

li*,9l*0 

16,061* 

13,510 

lOl* 

13,611* 

2,U50 

1938 

2,1*50 

iia 

ll*,717 

17,308 

13,81*1 

317 

Il*,l58 

3,150 

1939 

3,150 

11*3 

il*,251* 

17,51*7 

13,191 

906 

ll*,097 

3,U50 

191*0 

3,1*50 

2la 

15,790 

19,1*81 

11*,  a7 

1,561* 

15,981 

3,500 

191*1 

3,500 

161* 

17,100 

20,761* 

1U,359 

1,832 

16,191 

1*,573 

191*2 

1*,573 

1*52 

17,568 

22,593 

16,079 

2,933 

19,012 

3,581 

191*3 

3,581 

1,1*67 

19,U35 

21*,1*83 

15,71*2 

1*,1*30 

20,172 

1*,311 

191*1* 

U,31l 

1*70 

15,01*1* 

19,825 

ll*,353 

U,519 

18,872 

953 

191*5 

953 

186 

11,950 

13,151*  y 

11,526 

1,269 

12,795 

359 

191*6 

359 

11*7 

ll*,702 

15,208 

13,039 

1,1*69 

11*,  508 

700 

191*7 

700 

390 

15,829 

17,038  2/ 

13,579 

2,729 

16,308 

730 

191*8 

730 

395 

19,381* 

20,61*9  2/ 

13,162 

1,917 

15,079 

5,570 

191*9 

5,570 

318 

19,863 

25,751 

ii*,ei*i* 

772 

15,616 

10,135 

1950 

10,135 

11*8 

15,128 

25,1*11 

15,875 

2,611 

18,1*86 

6,925 

1951 

6,925 

255 

15,879 

23,059 

11*,  563 

3,51*6 

18,109 

U,950 

1952 

U,950 

252 

15,010 

20,212 

ll*,685 

3,31*8 

18,033 

2,179 

1953 

2,179 

179 

16,818 

19,176 

ll*,803 

2,200 

17,003 

2,173 

1951* 

2,173 

216 

17,003 

19,392 

ll*,776 

1,739 

16,515 

2,877 

Averages 

1920-29 

1,099 

1,016 

8,726 

10,81*1 

9,M0 

1*09 

9,81*9 

992 

1930-39 

1,670 

356 

12,665 

11*,691 

12,567 

202 

12,769 

1,922 

191*0-1*9 

2,773 

1*23 

16,666 

i9,89U  y 

ll*,110 

2,31*3 

16,1*53 

3,i*ia 

1950-51* 

5,272 

210 

15,968 

21,1*50 

11*,  91*0 

2,689 

17,629 

3,821 

"y  Sources;  Production,  Crop  Reporting  Board 

Exports  and  Imports,  U.S.  Dept,  of  Commerce 

Stock  and  disappearance  figures  - Grain  Division,  CSS  estimates  in  most  inst2uices 
y Includes  split  bean  exports  not  included  in  production  in  following  amounts; 

191*5  - 65,000;  19l*7  - 119,000;  19U8  - 11*0,000. 
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TABLE  6 DRY  EDIBLE  BEANS 

Weighted  Season  Average  Price  Received  by  Farmers  1930-195U  1/ 
(Dollars  per  100  lbs.) 

New  New 


Year 

York 

Mich. 

Nebr. 

Mont. 

Idaho 

Wyoming 

Colo. 

Mexico 

Wash. 

Calif. 

U.S. 

1930 

5.30 

U.35 

U.95 

U.90 

3.80 

U.30 

2.80 

3.05 

5.60 

U.35 

U.03 

1931 

2.30 

1.80 

3.15 

1.85 

1.70 

1.75 

l.UO 

1.65 

2.70 

2.08 

1932 

1.90 

1.50 

2.30 

1.70 

1.50 

1.80 

2.20 

2.05 

3.10 

1.97 

1933 

3.10 

2.25 

2.95 

2.35 

2.20 

2.55 

2.90 

2.90 

3.U5 

2.78 

193U 

3.I1O 

2.75 

U.25 

3.25 

3.15 

3.70 

5.50 

5.60 

U.25 

3.51 

1935 

3.00 

2.25 

3.35 

2.75 

2.55 

2.85 

2.75 

2.90 

U.oo 

2.95 

1936 

6.U0 

6.00 

U.65 

U.70 

U.75 

5.00 

U.U5 

U.55 

5.U0 

5.37 

1937 

3.30 

2.55 

3.20 

2.70 

2.U5 

2.75 

3.80 

3.85 

U.15 

3.U5 

3.10 

1938 

2.60 

1.85 

2.70 

2.05 

1.80 

2.10 

3.30 

3.65 

3.50 

3.15 

2.56 

1939 

3.U5 

2.80 

3.35 

2.85 

2.60 

3.00 

3.U0 

3.60 

U.30 

3.85 

3.25 

I9I1O 

U.25 

3.50 

2.65 

2.70 

2.U0 

2.U0 

2.U5 

2.U0 

3.80 

3.50 

3.18 

19la 

5.U0 

U.55 

3.80 

3.65 

3.60 

3.70 

3.U0 

3.50 

5.00 

5.U0 

U.55 

I9U2 

5.10 

U.80 

u.eo 

U.70 

U.75 

U.60 

U.65 

U.90 

5.60 

6.10 

5.16 

19U3 

6.10 

5.90 

5.70 

5.70 

5.60 

5.70 

5.70 

5.70 

5.90 

6.80 

6.05 

19Uli 

6.50 

6.00 

5.90 

6.10 

5.80 

6.00 

5.90 

5.90 

6.00 

7.20 

6.28 

19U5 

7.10 

6.20 

6.10 

6.20 

6,20 

6.10 

5.50 

5.60 

6.30 

7.70 

6.56 

19U6 

11.10 

9.60 

8.70 

8.70 

10.20 

8.80 

11.90 

ll.Uo 

9.20 

12.50 

10.60 

19U7 

11.90 

12. UO 

9.30 

9.20 

9.20 

9.30 

10.10 

9.10 

12.20 

lU.80 

11.60 

19U8 

7.80 

7.20 

7.00 

7.U0 

6.90 

7.00 

7.10 

7.20 

8.30 

9.70 

7.87 

19U9 

6.90 

5.90 

5.80 

5.80 

5.90 

5.80 

6.50 

6.U0 

6.90 

8.10 

6.59 

1950 

7.90 

6.70 

6.U0 

6,20 

7.00 

6.30 

6.50 

6.60 

7.70 

9.00 

7.UU 

1951 

9.50 

6.90 

7.30 

6.U0 

7.60 

7.00 

6.70 

6.80 

7.70 

9.00 

7.91 

1952 

8.80 

7.70 

7.70 

7.30 

8.70 

7.60 

8.20 

7.80 

8.90 

10.10 

8.67 

1953 

8.U0 

7.90 

7.60 

7.00 

7.50 

7.30 

7.10 

7.60 

7.90 

9.70 

8.15 

195U  IJ 

9.10 

9.30 

7.10 

6.00 

7.00 

6,60 

6.30 

6.50 

6.90 

9.00 

8.03 

Averages 

1930-39 

3.U7 

2.81 

3.U8 

2.91 

2.65 

2.98 

2.98 

3.38 

U.39 

3.77 

3.16 

I9UO-U9 

7.21 

6,60 

5.97 

6.01 

6.05 

5.9U 

6.32 

6.21 

6.92 

8.18 

6.8U 

1950-5U 

8.7U 

7.70 

7.22 

6.58 

7.56 

6.96 

6.96 

7.06 

7.82 

9.36 

8.0U 

^ Source:  Crop  Reporting  Board,  AMS 
^ Preliminary 
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TABLE  7 DRY  EDIBLE  BEMS;  U.S.  Price  Support  Operations  and  Price  Analysis 

(For  all  Classes  Combined,  Cleaned  Beisis) 


TABLE  8 


DRY  EDIBLE  BEANS 

Price  Support  Operations  by  Principal  States  (19U8-195U) 
(cwt.  - Cleaned  Beans) 


% Loan  % 


Crop 

Production 

Loans 

Purchase 

Agreements 

Total 

of 

Crop 

Deliveries 
to  CCC 

of 

Crop 

19U8 

61,000 

25,6145 

Arizona 

273I45  27,991 

U6 

11,165 

18 

19U9 

5U,000 

31,920 

2,226 

314,1146 

63 

29,510 

55 

1950 

55,000 

16,155 

- 

16,155 

29 

12,086 

22 

1951 

27,000 

8,805 

- 

8,805 

33 

- 

0 

1952 

27,000 

6,986 

-• 

6,986 

26 

0 

1953 

39,000 

10,3146 

- 

10,3146 

27 

7,968 

20 

195U 

lUljOOO 

23,623 

6,950 

30,573 

69 

11,531 

26 

Totals 

307,000 

123,1480 

11,522 

135,002 

I4I4 

72,260 

2I4 

19U8 

U, 960, 000 

1497,14614 

California 

917,952  I,l4l5,l4l6 

29 

1428,9146 

9 

19U9 

U,696,000 

1,339,205 

1496,519 

1,835,7214 

39 

1,030,973 

22> 

1950 

U,138,000 

356,873 

200,605 

557,1478 

13 

296,927 

7 

1951 

U,709,000 

51414,916 

2814,890 

829,806 

18 

1470,6149 

10 

1952 

3,873,000 

336,830 

286,591 

623,1421 

16 

201,7140 

5 

1953 

3,985,000 

382,317 

396,837 

779,15U 

20 

278,300 

7 

195U 

U,6l0,000 

825,519 

292,797 

1,118,316 

2I4 

7143,1476 

16 

Totals 

30,971,000 

14,283,1214 

2,876,191 

7,159,315 

23 

3,1451,011 

11 

19U8 

2,1146,000 

675,877 

Colorado 

313,909  989,786 

U6 

568,1431 

26 

19U9 

2,27U,000 

915,3714 

5U,318 

969,692 

U3 

560,218 

25 

1950 

l,7Ul,000 

14148,88! 

12,718 

1461,599 

27 

120,520 

7 

1951 

1,U69,000 

311,237 

5,107 

316,31414 

22 

11,363 

1 

1952 

1,7U7  ,000 

308,165 

1,877 

310,0142 

18 

- 

0 

1953 

2,192,000 

693,039 

55,733 

7148,772 

3I4 

219,1314 

10 

195U 

1,881,000 

72l4,li4l4 

57,502 

781,6146 

I42 

51414,1462 

29 

Totals 

13,1450,000 

14,076,717 

501,1614 

14,577,881 

314 

2,0214,128 

15 

19U8 

2,14214,000 

525,968 

Idaho 

671,908 

1,197,876 

I49 

1458,888 

19 

19U9 

2,1421,000 

781,519 

1148,679 

930,198 

38 

593, 9Ul 

25 

1950 

2,265,000 

206,1422 

5,570 

211,992 

9 

87,1142 

I4 

1951 

2,227,000 

259,068 

26,620 

285,688 

13 

214,5146 

1 

1952 

2,018,000 

207,7514 

10,1470 

218,2214 

11 

23,963 

1 

1953 

2,5114,000 

700,l4ll4 

100,620 

801,0314 

32 

289,181 

12 

195U 

2,511,000 

7148,0914 

121,155 

869,2149 

35 

668,293 

27 

Totals 

16,380,000 

3,1429,239 

1,085,022 

I4, 5114, 261 

28 

2,1145,9514 

13 

19U8 

14,258,000 

259,223 

Michigan 

1,011,979  1,271,202 

30 

2142,900 

6 

19li9 

5,502,000 

2,379,233 

611,0148 

2,990,281 

5U 

2,070,759 

38 

1950 

3,312,000 

13,160 

38,1148 

51,308 

2 

7,1214 

y 

1951 

14,022,000 

1,223,183 

202,9147 

1,1426,130 

35 

1,130,375 

28 

1952 

3,14714,000 

386,712 

2147,697 

6314,1409 

18 

2)47,886 

7 

1953 

3,750,000 

14140,682 

175,6143 

616,325 

16 

230,657 

6 

195U 

3,2514,000 

56,893 

1,1480 

58,373 

2 

0 

0 

Totals 

27,572,000 

14,759,086 

2,288,9142 

7,0148,028 

26 

3,929,701 

II4 

19U8 

2814,000 

115,7014 

Ifontana 

28,351  Il4i4,055 

51 

1114,592 

I4O 

19U9 

233,000 

131,590 

7,699 

139,289 

60 

1114,839 

I49 

1950 

1145,000 

30,14714 

221 

30,695 

21 

7,8614 

5 

1951 

123,000 

114,163 

726 

114,889 

12 

5,293 

U 

1952 

105,000 

20,715 

20,715 

20 

6,6514 

6 

1953 

169,000 

U0,555 

14,261 

I4l4,8l6 

27 

31,0814 

18 

195U 

236,000 

68,1482 

8,317 

76,799 

33 

63,560 

27 

Totals 

1,295,000 

1421,683 

149,575 

1471,258 

36 

3143,886 

27 

TABLE  8 - continued 


-2- 


Price  Support  Operations  by  Principal  States  (19U8-195U) 

(cwt.  - Cleaned  Beans) 

% Loan  % 


Crop 

Production 

Loans 

Purchase 

Agreements 

Total 

of 

Prop 

Deliveries 
to  CCC 

of 

Crop 

19U8 

1,368,000 

576,775 

Nebraska 

250,261;  827,039 

60 

535,230 

39 

19U9 

1,191,000 

378,U88 

1;5,U08 

1;23,896 

36 

323,176 

27 

1950 

862,000 

U0,775 

72U 

la,l;99 

5 

U,573 

1 

1951 

72U,000 

26,257 

752 

27,009 

U 

9,32U 

1 

1952 

1,063,000 

71,206 

U,1U3 

75,3l;9 

7 

6,750 

1 

1953 

1,186,000 

232,266 

65,6U6 

297,912 

25 

1;,786 

* 

195U 

1,226,000 

lUi,085 

2,7U; 

ll;6,829 

12 

16,827 

1 

Totals 

7,620,000 

1,U69,852 

369,681 

1,839,533 

21; 

900,666 

12 

19i*8 

li08,000 

162,160 

New  Mexico 

27,267  189,U27 

U6 

lli9,100 

37 

19U9 

560,000 

235,329 

9,009 

2U1;,338 

Ul; 

161,533 

29 

1950 

197,000 

27,012 

U,660 

31,672 

16 

13,810 

7 

1951 

nil,  000 

I8,851i 

- 

18,851; 

17 

l;5l 

1/ 

1952 

ili5,ooo 

9,339 

- 

9,339 

6 

0 

1953 

1U8 ,000 

26,569 

225 

26,791; 

18 

15,635 

11 

195U 

205,000 

90,7U6 

3,8U2 

9l;,588 

U6 

90,381 

Ul; 

Totals 

1,777,000 

570,009 

U5,003 

615,012 

35 

1;30,910 

2U 

19U8 

2,070,000 

533,373 

New  York 

798,591  1,331,96U 

6U 

526,596 

25 

19U9 

1,572,000 

292,692 

250,057 

5ii2,7l;9 

35 

273,313 

17 

1950 

1,322,000 

1,158 

1,350 

2,508 

- 

0 

1951 

1,UU2,000 

2,222 

225 

2,ia;7 

- 

0 

1952 

1,5U8,000 

5,393 

72,103 

77,1;96 

f 

3,500 

1/ 

1953 

1,U20,000 

321,706 

92,839 

lal;,51;5 

29 

279,083 

20 

195U 

1,287,000 

71*9 

6,600 

7,3U9 

1 

- 

0 

Totals 

10,661,000 

1,157,293 

1,221,765 

2,379,058 

22 

1,082,1;92 

10 

19U8 

69,000 

3U,iiOU 

Washington 

10,621;  1;5,028 

65 

20,791 

30 

19li9 

llli,000 

7,700 

9,320 

17,020 

15 

0 

1950 

226,000 

587 

270 

857 

1/ 

- 

0 

1951 

268,000 

71,657 

919 

72,576 

27 

ll;,682 

5 

1952 

177,000 

25,669 

2,i;00 

28,069 

16 

- 

0 

1953 

38U,000 

177,182 

15,115 

192,297 

50 

82,876 

22 

195U 

777,000 

U9li,883 

6,71^0 

501,623 

65 

1;67,1;62 

60 

Totals 

2,015,000 

812,082 

1;5,388 

857,li70 

1;3 

585,811 

29 

19U8 

1,197,000 

603,799 

Wyoming 

21;U,612 

r 

81;8,lai 

71 

56U,725 

U7 

19U9 

1,108,000 

70U,070 

27,1;71 

731,51a 

66 

6l6,9l;8 

56 

1950 

787,000 

203,882 

329 

201;,  211 

26 

89,887 

11 

1951 

67U,000 

71,996 

725 

72,721 

11 

15,5U5 

2 

1952 

7U7,000 

206,922 

2,233 

209,155 

28 

76,993 

10 

1953 

887,000 

319,313 

10,180 

329,U93 

37 

131;,  933 

15 

195U 

883,000 

277,837 

6,902 

281,739 

32 

212,716 

2U 

Totals 

6,283,000 

2,387,819 

292,1;52 

2,680,271 

1;3 

l,711,7l;7 

27 

"y  Less  than  0«5  percent 
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TABLE  8-a  DRY  EDIBLE  BEANS 

Summary  of  Price  Support  Operations  (1948-1954) 
(cwt.  - Cleaned  Beans) 
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TABLE  9 DRY  FIELD  PEAS 

Planted  Acreage  by  Principal  States  1929-195^ 
(1000  acres) 


Year 

Montana 

Idaho 

Wyoming 

1929 

23 

58 

- 

1930 

27 

80 

1931 

32 

89 

- 

1932 

26 

71 

- 

1933 

21 

8U 

- 

193lj 

28 

92 

- 

1935 

36 

105 

- 

1936 

26 

78 

1937 

20 

60 

- 

1938 

19 

53 

- 

1939 

18 

53 

- 

19U0 

27 

66 

19ia 

32 

lOU 

- 

19U2 

hh 

1U3 

2 

19U3 

62 

250 

2 

19hh 

U2 

225 

2 

19h^ 

32 

155 

2 

19U6 

2k 

l6i 

3 

19U7 

17 

153 

2 

19lt8 

8 

72 

2 

19U9 

7 

99 

2 

1950 

6 

6ii 

2 

1951 

5 

8U 

7 

1952 

5 

6U 

7 

1953 

6 

93 

6 

195ii 

h 

97 

5 

1955 

6 

90 

U 

Wash=- 


ington 

Oregon 

California 

Ue  S 0 

U5 

- 

- 

250 

63 

295 

75 

- 

- 

312 

65 

- 

- 

257 

100 

- 

- 

29U 

108 

3 

- 

330 

150 

k 

- 

370 

12ii 

2 

- 

296 

lUo 

1 

- 

276 

105 

k 

- 

225 

119 

2 

238 

157 

3 

31k 

15U 

10 

- 

379 

251 

25 

- 

516 

39k 

5ii 

825 

3k7 

58 

23 

752 

2i;6 

39 

23 

5U9 

2hk 

20 

18 

515 

256 

25 

27 

^kh 

162 

19 

18 

315 

210 

17 

17 

383 

137 

15 

9 

256 

188 

13 

k 

327 

117 

9 

5 

228 

132 

Ik 

6 

282 

Ihl 

6 

8 

287 

179 

6 

6 

309 

Sonrce;  Crop  Reporting  Board,  AMS 
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TABLE  10  DRY  PEAS 

Prodtiction  by  States  (Cleaned) 


Year 

Calif 0 

Idaho 

Montana 

Oregon 

VJasn- 

ington 

Wyoming 

Others 

Total 

19l;l 

906 

383 

li;9 

1,716 

308 

3,^462 

19ii2 

1,598 

U76 

510 

3,863 

21 

288 

6,756 

19U3 

3,027 

605 

723 

5,259 

18 

393 

10,025 

19hk 

21u 

2,513 

370 

56ii 

3,991 

17 

351 

8,020 

19U5 

192 

1,616 

306 

299 

2,562 

22 

368 

5,365 

I9U6 

1U8 

1,916 

229 

209 

3,200 

3k 

338 

6,0714 

19ii7 

196 

1,782 

151 

2li0 

3,018 

21 

387 

S,''9S 

I9U8 

158 

722 

80 

206 

1,857 

21 

25h 

3,298 

19h9 

187 

887 

59 

83 

1,U07 

22 

275 

2,920 

1950 

80 

8U3 

73 

138 

1,690 

21 

106 

2,?51 

1951 

hh 

925 

62 

88 

2,250 

76 

76 

3,521 

1952 

Ik 

781 

61 

78 

1,129 

132 

122 

2,377 

1953 

69 

1,033 

5U 

8? 

1,U83 

85 

163 

2^97.4 

195U 

87 

1,032 

i+8 

h2 

1,66U 

87 

11? 

3,07? 

TABLE  11 

Year 

Alaska  & 

Other  Smooth 
Green  Peas 

DRY  PEAS 

Production  by  Classes 

1st  & Best 

Whits  Canada  & 
Other  Yellow  or 
White  Seeded  Kinds 

(Cleaned) 

Other  Kinds 
Except 

Austrian  Winter 

Total 

19i|ii 

5,864 

(thousand  100  lb<, 

1,064 

bags) 

1,092 

8,020 

19U5 

3,439 

723 

1,203 

5,365 

19ii6 

4,124 

716 

1,254 

6,074 

19U7 

3,748 

764 

1,283 

5,795 

1948 

2,170 

421 

707 

3,298 

1949 

1,794 

471 

655 

2,920 

1950 

1,913 

313 

725 

2,951 

1951 

2,103 

556 

862 

3,521 

1952 

856 

557 

96k 

2,377 

1953 

1,450 

696 

828 

2,974 

1954 

1,482 

587 

1,008 

3,077 

CSS -Grain 
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TABLE  12 


DRT  FIELD  PEAS 

Estimated  Supply-Distribution,  1935-19^ 
(Cleaned  Basis) 


1935 

1936 

1937 

1938 

1939 

19li0 

19U1 

19U2 

19U3 

19UU 

Supplie  s 

Beginning  Stocks 
Production 

Imports 

135 

2,97U 

36 

900 

2,1*8U 

17 

1,035 

2,835 

32 

1,61;5 

1,U72 

18 

1,928 

1,718 

13 

1,006 

2,017 

19 

311 

3,U62 

30 

667 

6,756 

26 

2,78U 

10,025 

58 

7,2l;6 

8,020 

6 

Total 

3,1U5 

3,U01 

3,902 

3,135 

3,659 

3,OU2 

3,803 

7,UU9 

12,867 

15,272 

Disappearance 

Domestic 

Exports 

2,20h 

Ul 

2,210 

96 

2,137 

120 

1,083 

12U 

2,318 

335 

2,553 

178 

2,685 

U5l 

3,709 

956 

3,665 

1,956 

3,579 

7,036 

Total  Disappearance 

2,2U5 

2,306 

2,257 

1,207 

2,653 

2,731 

3,136 

U,665 

5,621 

10,615 

Ending  Stocks 

900 

1,035 

1,6U5 

1,928 

1,006 

311 

667 

2,78U 

7,2U6 

U,657 

19U5 

19li6 

19U7 

19U8 

19h9 

1950 

1951 

1952 

1953 

195U 

Supplies 

Beginning  Stocks 
Production 

Imports 

U,657 

5,365 

3U 

1,181 

6,07U 

13 

760 

5,820 

90 

1,U60 

3,298 

90 

1,250 

2,920 

120 

1,760 

2,951 

50 

901 

3,521 

70 

1,120 

2,377 

100 

770 

2,97ii 

90 

790 

3,077 

150 

Total 

10,056 

7,268 

6,670 

li,8U8 

li,290 

U,76l 

U,U92 

3,597 

3,83U 

U,017 

Disappearance 

Domestic 

Exports 

3,6U2 

5,233 

5,U.U 

1,09U 

lt,3li0 

870 

2,978 

620 

2,170 

360 

3,280 

580 

2,752 

620 

2,307 

520 

2,1M 

600 

2,W7 

1,330 

Total  Disappearance 

8,875 

6,508 

5,210 

U,898 

2,530 

3,860 

3,372 

2,827 

3,01jU 

3,817 

Ending  Stocks 

1,181 

760 

1,U60 

1,250 

1,760 

901 

1,120 

770 

790 

200 
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TABLE  13  DRY  FIELD  PEAS 

Weighted  Season  Prices  Received  by  Fanners  1933-195U  1/ 
(Dollars  per  100  IbSo) 


Year 

Montana 

Idaho 

Wyoming 

Wash- 

ington 

Oregon 

California 

U.So 

1933 

2o80 

2.75 

2/ 

2o50 

y 

193li 

2o90 

2o85 

IJ 

2o60 

3.00 

y 

1935 

2o85 

2o25 

2/ 

2o00 

2o00 

y. 

1936 

3o00 

2o35 

2/ 

2ol0 

2oU0 

y 

193? 

2o70 

2.25 

2/ 

1.35 

i.Uo 

1938 

2o75 

2o00 

1.U5 

1.55 

1939 

2o65 

2.70 

2/ 

2oU0 

2o50 

y 

19h0 

2.58 

3o00 

l! 

3.50 

3.25 

2/ 

y\ 

19hl 

3o50 

3o50 

y 

3.50 

3.25 

3.47 

19ii2 

3o75 

Uo70 

i|.70 

Uo50 

Uo6o 

y 

li.W 

19U3 

5oio 

5.10 

6o20 

ii.85 

U.70 

y 

U.92 

19kh 

5o20 

5oi0 

6o20 

U.90 

Uo?0 

6c00 

U.98 

19hS 

Uo95 

U.20 

6o00 

U.oo 

iio20 

6«20 

U.20 

19U6 

5.60 

U.95 

7.00 

ii.70 

ii.90 

6oU0 

U.89 

19hl 

5o95 

5o20 

6o65 

5.30 

5oU0 

8o70 

5.3? 

19ii8 

5o80 

5.15 

6o00 

U.70 

5.10 

6o?5 

U.9U 

19k9 

5.50 

3o55 

Uo50 

3.05 

3.70 

6oU5 

3.52 

1950 

Uo05 

3.50 

5o00 

3.1i5 

3o?5 

5.20 

3.56 

1951 

5o20 

U.50 

5oio 

3.80 

U.95 

6o20 

Uoll 

1952 

5o30 

5.30 

5o50 

5.20 

5.10 

6o30 

5.26 

1953 

5.30 

5.30 

5o30 

5.10 

5.50 

5.60 

5.11 

195U  3/’ 

Uo55 

k.io 

Uc95 

5.30 

5.50 

5.80 

5.0U 

]y  Source;  Crop  Reportirig  Boards  AMSo  December  1 price  for  Montana^,  Oregon, 
and  Washington  prior  to  19U0 
2/  Not  available 
Preliminary 
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MARKET  DEVELOPMENT  RESEARCH  RELATING  TO  LAMB  AND  WOOL 

Market  development  research  must  not  he  viewed  as  an  overnight 
approach  to  the  solution  of  agricultural  surpluses.  However^  market 
development  research  can  play  an  important  role  in  assisting  producing 
and  distributing  industries  in  improving  or  maintaining  their  economic 
position.  When  action  is  taken  in  attempting  to  expand  markets --action 
based  on  marketing  research--the  results  can  be  predicted  with  more 
accuracy  and  the  dollar  spent  can  be  used  more  efficiently.  An  adver- 
tising or  promotions.!  campaign  based  on  the  results  of  research  can  be 
expected  to  produce  more  results  in  terms  of  dollar  returns  than  is 
orue  of  one  not  based  on  research.  Merchandising  practices  adopted 
after  they  have  been  proven  by  research  results  are  more  likely  to  sell 
additional  goods  than  practices  adopted  v/ithout  the  benefit 
of  marketing  research.  New  products  put  on  the  market  after  thorough 
market  tests  are  more  likely  to  achieve  consumer  acceptance  than  those 
not  tested. 

Market  development  research  should  be  conceived  as  a K-sic  tool 
of  management --management  not'  only  of  the  producing  and  distributing 
concerns,  but  also  of  management  of  activities  of  the  Department  of 
Agriculture.  In  order  for  management  to  use  this  tool  effectively,  the 
research  conducted  must.be  of  a type  needed  and  desired  by  management. 

This  means  that  after  the  final  results  of  the  research  are  achieved, - such 
results  are  recognized  by  management  as  having-  been  directed. at  pertinent 

problems,  which  will,  ease  considerably  the  transi-tion  of  research  results 
into  effective  action.  • 

As  a result  of  the  National  Wool  Act  of  195^ > it  is  anticiapted 
that  a considerable  increase  in  vrool  and  lo.mb  production  will  take  place 
in  the  next  few  years . Section  TOo  of  the  National  Wool  Act  has  been 
put  into  effect.  It  provides  for  the  Secretary  to  set  aside  funds  from 
payments  to  producers  and  to  transfer  these  funds  to  approved  persons 
or  agencies  for  the  purpose  of  developing  and  conducting  advertising  and 
sales  promotional  programs  for  wool  and  lamb  and  their  products, 
program  of  research  has  been  initiated  in  cooperation  with  the  sheep 
industry  for  the  purpose  of  providing  them  with  basic  information  needed 
bo  develop  an  efficient  program  of  merchandising,  advertising,  and 
promoting  of  their  products . 

Four  lines  of  market  development  research  relating  to  lamb  and 
mutton  are  nov^  under  way  in  the  Agricultural  Marketing  Service . One 
is  a national  consumer  use  and  preference  survey  regarding  women's 
uses  of  andpreferences  for  wool  in  certain  items  of  apparel.  The  second 
is  a similar  use  and  preference  study  in  one  city,  Cleveland,  Ohio, 
for  selected  cuts  of  lamb  and  mutton.  The  third  is  a national  survey 
of  meat  packers'  shipments  of  lamb  and  mutton  by  States  and  regions  of 
destination.  The  fourth  is  a national  survey  of  a representative  sample 
of  retail  stores  to  determine  the  availability  of  lamb  and  mutton, 
quantity  handled,  and  various  merchandising  practices  and  problems 
encountered  in  retailing  lamb  and  mutton. 


The  national  wool  study  is  designed  to  ascertain  for  o.ll  females, 

18  years  of  age  -,nd  older,  the  status  of  inter -fiber  competition  in 
women's  suits,  skirts,  ^nd  sweaters --articles  of  women's  clothing  tradi- 
tionally made  of  wool  fabrics  \/hich  have  felt  the  greatest  impact  from 
nun-made  fibers , It  will  determine  ownership  of  specific  items  of 
clothing,  the  fiber  content  of  these  items,  preferences  for  fibers, 
attitudes  associated  with  the  selection  of  these  items  of  clothing, 
and  c-^re  and  cleaning  practices  associated  with  these  items  of  apparel. 
In  addition,  information  will  be  obtained  on  use  of  fibers  or  fc.^brics 
in  home  sewing,  ha.nd  knitting,  and  other  home  crafts. 

The  person.-,.!  interviewing  phase  of  this  study  is  now  being  carried 

out . 


The  one-city  lamb  preference  and  use  survey  has  as  its  purpose  the 
evaluation  of  consumer  preference  for  and  attitudes  toward  fresh  lamb 
in  a selected  marketing  area  (Cleveland,  Ohio)  where  per  capita  con- 
sumption Was  believed  to  be  relatively  low.  To  date,  little  inforrna.tion 
has  been  available  as  to  the  factors  which  -iffect  and  influence  home 
consumption  of  lamb . A thorough  knowledge  of  the  patterns  of  use  and 
the  opinions  and  attitudes  toward  lamb  can  indicate  areas  where  addi- 
tional attention  V7ill  most  likely  be  effective  in  improving  sales  of 
lamb  and  mutton,  and  will  enable  the  industry  to  carry  out  its  adverti- 
sing and  sales  promotion  .j.ctivities  more  efficiently. 

A probability  sample  was  drawn  to  represent  private  households  in 
Cleveland,  Ohio,  and  interviews  were  taken  v;ith  the  homemakers  in  each 
household  that  fell  into  the  sample . Interviewing  took  place  during  the 
last  3 weeks  in  June  of  this  year. 

V/e  have  not  as  yet  completed  analyzing  all  of  the  data,  hoX'/ever,  a 
few  preliminary  facts  are  available  at  this  time . 

1.  By  far,  a majority  of  the  lamb  users  in  Cleveland  (some  72 
percent)  said  that  they  usually  decide  before  going  to  the 
store  what  meats  they  are  going  to  buy. 

2.  Lamb  displays  in  the  store  appeared  to  be  an  important  foictor 

in  the  housewife's  decision  to  buy  lamb.  About  ho-.lf  of  the 
lamb  users  said  that  they  sometimes  decide  to  buy  lamb  because 
of  the  display.  Smaller  proportions  reported  being  influenced, 
by  newspaper  advertising,  suggestions  from  clerks  or  butchers, 
and  radio  or  television  advertising.  . • 

3-  About  two-fifths  of  the  lamb  users  had  served  lamb  to  guests 
at  some  time  in  the  past  year.  Frequent  users  of  lamb  were - 
much  more  likely  to  have  served  lamb  to  guests  than  were  the 
moderate  or  infrequent  users . 
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4.  Most  of  the  housewives  said  they  served  lamb  without  regard  to 
season.  About  one -third;  however,  reported  serving  more  l^mb 
during  certain  seasons  of  the  year  than  at  other  times.  The 
two  seasons  during  which  lamb  was  served  more  often  were  winter 
(because  more  meats  are  used  and  it's  easier  to  use  the  oven) 
and  spring  (best  lamb  available  then, --.c cording  to  homemakers). 

. Relatively  few  homemakers  used  lamb  on  special  days  or  occasions, 
most  considered  it  an  everyday  food  item. 

6.  In  addition  to  its  not  being  restricted  to  any  one  se^.son  or 
occdsion,  l-.mb  was  found  to  be  used  with  almost  every  ponceiv- 
able  form  of  vegetable,  salad,  or  seasoning- -in  short, 
versatile  enough  to  be  used  with  any  type  of  food. 

A published  report  of  this  research  will  be  issued  early  in  195b. 

I 

The  nationu,!  survey  of  the  wholesale  distribution  of  lamb  and 
mutton  for  consumption  by  S'ates  and  regions  during  195^  'W'as  undertaken 
last  summer.  Meat  packers  slaughtering  sheep  and  lambs  for  interstate 
shipment  were  surveyed  and  destinations  of  their  shipments  obtained. 

These  data  will  provide  indications  of  the  variations  in  lamb  and  mutton 
consumption  by  regions  and  States.  This  information  will  en^^ble  the 
industry  to  orient  their  distribution,  sales,  and  promotional  activities 
more  efficiently. 

We  ha.ve  not  completed  the  an^.lysis  of  these  data;  however,  preliminary 
information  on  distribution  of  lamb  and  mutton  can  be  reported  at  this 
time . 


Wholesale  distribution  of  all  domestically  produced  l..mb  and  mutton 
carcasses  and  cuts  in  195^  is  indicated  to  have  been  concentrated  heavily 
in  three  major  regions:  The  Northeast,  the  Pacific  Coast  States,  and 
to  a lesser  extent  the  East  North  Central  States. 

Nearly  half  of  the  lamb  and  mutton  consumed  in  1954  was  used  in  the 
Northeastern  States  . Heaviest  shipments  \jere  reported  to  New  York, 
Massachusetts,  Pennsylvania,  and  New  Jersey. 

The  Northeast  may  be  subdivided  into  the  Middle  Atlantic  St.„tes 
(New  York,  Pennsylvania,  and  New  Jersey)  and  New  England.  The  Middle 
Atlantic  States,  with  20  percent  of  the  United  States  population  in 
195^j  accounted  for  nearly  37  percent  of  the  total  distribution  of  lamb. 
New  England,  with  6 percent  of  the  United  States  population,  ...ccounted 
for  over  12  percent  of  the  total  distribution. 

The  second  mo. jor  -area  '6f  concentration  of  lamb  and  mutton  for  con- 
sumption was  on  the '■■pacific  Coast,  with  21  percent  of  the  total  supply 
available.  California  was  the  nujor  recipient.  Population  in  the 
Pacific  Coast  States  in  195^  was  only  10  percent  of  the  United  States 
total . 
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The  third  .'.rea  of  concentration  was  in  the  E-.st  North  Central  States^ 
with  approximately  15  percent  of  the  total  lamb  and  mutton  available  for 
consumption  in  this  region.  Illinois  and  Michigan^  in  that  order,  showed 
the  largest  availability  in  this  group  of  States.  Population  for  the 
region  in  195^;  however,  represented  20  percent  of  the  United  States 
total . 


Areas  v;here  lamb  and  mutton  were  consumed  in  relatively  small  amounts 
in  195^  included  the  South  Atlantic  States  (5  percent  of  the  United 
States  total),  the  Mountain  States  (slightly  under  k ijercent  of  the 
total),  the  VJest  North  Central  States  (also  under  4 percent  of  the 
total),  the  West  South  Central  States  (with  2 percent  of  the  total),  and 
East  South  Central  States  (with  less  than  1 percent  of  the  total). 
Altogether,  these  five  State  groups,  representing  44  percent  of  the 
United  States  population,  accounted  for  only  15  percent  of  the  total 
lamb  and  mutton  available  for  consumption  in  195^- 

A published  report  of  this  research  will  be  issued  early  in  1956. 

The  fourth  item  of  market  development  research  presently  under  way 
in  the  field  of  livestock  products  is  a study  of  the  availability  in 
retail  food  stores  of  lamb  and  mutton  oind  certain  of  the  practices 
follov/ed  in  mercho.ndising  these  meats . This  study  will  give  some 
indications  as  to  vrhether  availability  is  a limiting  factor  in  pur- 
chases of  this  kind  of  meat. 

A satisfactory  pretest  of  this  survey  in  237  retail  food  stores  has 
been  completed.  A national  sample  of  6,000  retail  food  stores  hj.s  been 
selected  from  the  following  merchandise  lines  as  defined  in  the  Census 
of  Business:  (l)  Groceries  v/ith  fresh  meats j (2)  meat  markets;  (3)  fish 
markets;  (4)  delicatessens;  (5)  other  food  stores;  and  (6)  general 
stores.  This  sample  will  include  about  1,200  large  chain  stores,  1,200 
other  chain  and  large  independent  stores;  and  3^600  other  independent 
stores.  This  survey  is  now  being  conducted  in  the  field. 

Data  collected  in  the  survey  are  to  be  tabulated  separately  by 
four  me.jor  census  regions --Northeast , North  Central,  South,  a,nd  V/est. 

There  will  be  three  "breaks"  within  regions  based  on  population  density; 
that  is,  essentially,  results  will  be  shown  separately  for  large  metro- 
politan areas,  sriL'.ller  cities,  and  toTOS  and  rural  areas. 

Once  the  data  have  been  collected,  they  will  be  analyzed  and  a 
report  published. 
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UHIl'ED  STATES  DEPffiTMENT  OF  AGRICULTURE 
'Agricultural  Marketing  Service _ 
Marketing'  Research  Division 


Y MARKET  DEVELOPMENT  RESEARCH  SlUDIES  FOR  THE  RICE  INDUSTRY  1/ 

The  Market  Development  Branch,  Agricultural  Marketing  Service^  is 
proposing  to  undertake  a number  of  market  research  studies  to  determine 
whether  or  not  the  domestic  consumption  of  rice  can  be  increased.  At 
this  time,  there  is  some  preliminary  work  under  way  to  determine  the 
areas  of  endeavor  where  marketing  research  is  needed  most.  While  there 
has  always  been  a domestic  problem  in  msirketing  rice,  the  problem  has 
been  accentuated  by  the  large  unsold  supplies  remaining  over  from  the 
195^  crop.  ^ 'V. 

In  the  recent  past,  one  of  the  rice  industry's  principal  outleos 
has  been  the  foreign  market.  This  market  is  in  jeoi:)ardy  and  its  future 
uncertain.  Naturally  the  research  programs  and  the  activities  of  the 
Foreign  Agricultural  Service  and  the  various  legislative  programs  to 
promote  and  expand  world  crude  are  and  will  be  of  material  benefit  to 
rice,  as  they  are  to  other  commodities.  However,  the  domestic  raarkel 
for  rice  hs.s  long  been  neglected It  is  the  opinion  of  many  that 
possibilities  exist  for  significant  expansion  of  this  market.  It  is 
also  believed  that^ in  view  of  the  small  usage  of  rice  in  this  country, 
increases  necessary  to  alleviate  the  rice  problem  vail  not  cause 
any  serious  consequences  to  other  cereals  or  carbohydrate  foods . 

Market  expansion  will. involve  promotion,  aggressive  selling,  n 
efficient  marketing  system  and:  efficient  marketing  practices,  the 
marketing  of  a product  that  will  meet  v/ith  consumer  acceptance,  end 
merchandising  practices  thc.t  vrill  enha.nce  sales  appeal.  Marketing 
research  is  needed  and  v/ill  be  of  great  value  in  all  of  those  phases. 

However,  basic  to  the  analysis  of  specific  marketing  problem,  she  inter- 
pretation of,  the  needs  and  desires  of  the  market,  and  to  the  sound 
direction  of ,, sales  and  promotion  programs  is  the  development  of 
fundamental  information  on  the  characteristics  of  the  market  as  it  now 
exists.  Data  on  present  rice  distribution  will  be  developed  and  published  ■ 
on  the  smallest,  market  area  level  practicable.  These  data  will  include 
type  of  rice,  kind  of  buyer,  and  package  information. 

The  development  and  publication  of  these  data  v/ould  point  up  v/here 
the  rice  industry  stands  with  respect  to  location  and  size  of  markets 
and  variations  betv/een  roc'.rkets  . It  v/ould  show  trends  in  utilization, 
trends  in  packaging,  and  changes  betvreen  markets.  It  can  highlight 
the  areas  to  concentrate  on  in  sales  promotion  programs . It  can  show 
the  individual  seller,  from  his  knov/ledge  of  his  own  operations,  just 
how  he  stands  and  whether  he  has  gained  or  lost  and  where,  in  relation 
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to  the  total  market  picture.  Thus,  it  can  serve  us  the  basis  for  sound 
marketing  decisions.  It  can  pinpoint  specific  marketing  problems  and 
..id  in  more  accurate  ..ppraisals  and  analyses  of  possibilities  to  over- 
come them. 

In  developing  fundamental  data  on  the  market  for  rice,  it  vill  be 
especially  valuable  to  determine  characteristics  of  rice  consumers. 
InforiTkJ.tion  on  the  size  and  frequency  of -'purchases  in  relation  to  income, 
places  of  residence,  national  origin,  and  occupation,  among  other 
characteristics,  would  provide  useful  supplementary  data  to  that  on 
distribution  patterns.  It  would  be  particularly  helpful, in  ascertaining 
some  of  the  factors  affecting  rice  consumption,  to  determine  differences 
in  characteriscics  of  users  of  large,  medium,  and  small  quantities  of 
rice,  providing  guides  to  the  direction  tha.t  efforts  to  promote  con- 
sumption should  take,  and  showing  some  of  the  reasons  for  variations 
in  consumption  patterns  between  areas . 

It  is  known  that  there  are  large  variations  in  per  capita  con- 
sumption of  rice  between  local  markets  located  even  within  the  same 
general  geographical  area.  The  extent  of  such  variations  is  not  knovm 
and  neither  are  the  reasons  for  variations  clearly  understood.  It 
would  be  of  great  value  more  specif icallj'-  to  appraise  the  factors 
associated  with  relatively  high  consumption  in  a local  market  or  two 
and  those  associated  with  relatively  low  consumption.  Guch  studies, 
in  addition  to  the  collection  of  data  outlined  previously,  should  pro- 
vide more  definite  guides  as  to  product  improvements  necessary,  the 
direction  tha.t  educational  and  promotional  activities  should  take,  and 
changes  in  marketing  practices  required  to  encourage  increased  con- 
sumption in  markets  where  rice  distribution  is  small. 

Mention  has  been  made  of  the  ms.rketing  of  a product  that  will  meet 
with  consumer  acceptance  and  merchandising  practices  ths-t  will  enhance 
sales  appeal.  A question  at  present  involves  'enrichment  of  rice,  Only 

limited  quantities  of  rice  are  being  marketed  in  this  country  that 
has  been  enriched  by  the  addition  of  vitamins.  Parboiled  rice,  v^hich  . - 
because  of  its  processing  retains  a certain  percentage  of  the  vitamin 
content  of  rough  rice,  is  being  marketed  by  a few  companies.  Indica- 
tions as  to  whether  or  not  consumers  will  buy  an  enriched  product  and 
the  price  differential"  they  will  pay  may  be  obtained  through  store 
experiments.  Followups  of  purchases  ‘of  the  enriched  product  would  be 
helpful  to  ascertain  if  the  enriched  product  is  satisfactory  from  the 
standpoint  of  cooking,  appearance  after  cooking,  and  taste  properties . 

’ lie’ 

Other  work  directed  'at  determining  the  possibilities  for  broadening 
rice  markets  would  concern  new  rice  products.  At  the  present,  these 
include  such  products  as  rice  curls  and  canned  rice . Consumer  testing 
and  market  testing  might  be  undertaken  to  ascertain  the  possibilities 
these  products  offer  in  increasing  total  rice  consumption 
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In  addition^  another  study  would  involve  the  determination  of  the 
market  potential  for  rice  in  the  brev/ing  industry.  Recently  increased 
quantities  of  broken  rice  have  been  going  into  this  outlet.  It  is 
important  to  ascertain  the  competitive  position  of  rice  in  this  market 
and  what  probable  future  trends  in  rice  utilization  will  be . A large 
dependable  market  for  broken  rice  might  lead  indirectly  to  the  marketing 
of  a higher  quality  rice  for  household  consumption  in  that  the  percent- 
age of  broken  rice  in  consumer  purchases  might  be  reduced. 

The  projects  outlined  above  largely  concern  market  development . 
There  is  a great  need  for  other  narketing  research  on  possibilities  for 
reducing  marketing  costs ; increasing  the  efficiency  of  the  marketing 
system;  and  improving  marketing  practices . These  are  directly  related 
to  market  development  and  could  tave  an  important  effect  on  the  success 
achieved  in  increasing  the  consumption  of  rice . 


S^ewice 
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^The  World  Economic  Situation)^ 


Mr.  Chairman,  and  Members  of  the  1955  Annual  Agricultural 
Outlook  Conference: 

It  is  a privilege  and  a challenge  to  be  a part  of  this 
conference  of  knov\rledgeable  participants. 

Dealing  with  the  world  economic  situation  is  a little 
like  trying  to  follow  the  design  of  a kaleidoscope.  The  bits 
and  pieces  remain  constant  but  the  pattern  is  always  changing 
depending  on  the  viewpoint  from  vi^hich  the  kaleidoscope  is 
regarded.  V\fith  this  in  mind,  I thought  it  might  be  helpful 
to  say  something  first  about  the  basic  pieces  that  go  to  make 
up  the  economic  patterns  and  then  describe  one  or  two  of  the 
patterns . 

VJestern  Europe: 

Let  us  begin  with  Western  Europe.  This  is  an  area  char- 
acterized by  high  industrial  skills,  a dynamic  economic  phil- 
osophy, and  a political  climate  conducive  to  high-level  pro- 
duction. This  area  has  experienced  a spectacular  economic 
upswing  since  the  fall  of  1952,  and  signs  are  now  appearing 
which  suggest  that  the  slack  in  industrial  capacity  and  man- 
power may  be  largely  taken  up. 

A highly  significant  facet  of  the  post-war  recovery  of 
Vi/estern  Europe  is  revealed  by  a close  look  at  the  prime  sources 
of  support  of  continued  expansion  in  different  periods.  Right 
after  the  war,  expansion  was  chiefly  promoted  by  the  recon- 
struction expenditures  of  governments'.  After  Korea,  govern- 
ment spending  — this  tim.e  in  the  form  of  defense  spending  -- 
was  again  the  impelling  force  raising  the  level  of  economic 
activity.  A slackening  occurred  from  mid  1951  to  late  1952. 
Then  expansion  resumed  and  its  moving  force  was  the  privslte 
expenditure  of  European  investors  and  consumers.  It  is 
heartening  to  see  this  solid  evidence  of  Europe's  economic 
strength  and  of  European  citizens'  confidence  in  Europe's 
destiny. 
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From  mid  1952  to  mid  1955s  the  Vi/estern  European  countries 
in  the  OEEC  --  The  Organization  for  European  Economic  Coopera- 
tion — raised  the  total  volume  of  their  exports  by  more  than 
20  per  cent,  their  industrial  production  about  15  per  cent, 
and  their  gold  and  dollar  reserves  over  25  per  cent.  Except 
in  the  United  Kingdom,  hard  currency  reserves  in  Western 
Europe  are  at  comfortable  levels,  in  fact  at  record  highs. 

For  the  first  time  in  the  postwar  period  the  rapid  economic 
expansion  was  accompanied  by  relative  stability  in  wages  and 
prices  and  by  conservative  monetary  and  fiscal  policies.  !=lany 
of  the  countries  have  undertaken  extensive  measures  to  free 
international  trade  and  payments  and  to  remove  internal  eco- 
nomic controls.  Furthermore  this  boom  was  marked  by  substan- 
tial increases  in  capital  investment  and  housing,  and  a rise 
in  the  production  of  durable  consumer  goods  involving  heavy 
installment  credit  finance. 

During  the  last  year,  however,  storm  warnings  have  gone 
up  signaling  a danger  that  Western  Europe  may  be  straining 
the  limits  of  its  present  capacity.  The  rate  of  expansion 
has  been  slowing  down,  and  inflationary  pressures  seem  to  be 
increasing. 

The  high  levels  of  economic  activity  caused  a sharp  rise 
in  imports,  largely  those  from  the  dollar  area.  The  general 
trade  deficit  of  the  combined  OEEC  countries  increased  by  50 
per  cent  in  the  first  five  months  of  1955  and  the  rise  in  the 
dollar  trade  deficit  in  the  first  quarter  of  1955  was  even 
greater.  The  rate  of  increase  in  gold  and  dollar  reserves 
has  slowed  down,  reflecting  a deterioration  of  the  position 
of  the  U.K.  and  the  sterling  area. 

Industrial  production  has  held  up  but  has  begun  to  level 
off.  By  the  first  quarter  of  this  year,  the  c’orve  of  indus- 
trial output  for  Norv/ay,  Denmark,  and  Sweden  flattened  out 
altogether  and  the  curves  for  the  U.K.  and  France  look  as 
though  they  may  be  starting  to  flatten  also. 

Wages  and  prices  have  recently  risen  sharply  in  several 
countries,  notably  the  U.K.  and  a threat  of  similar  increase 
exists  in  Germany. 

The  storm  warnings  are  not  going  unheeded  by  European 
gov  ernments . 

British  Government  raised  its  bank  rate  to  4 l/2  per  cent, 
invoked  restrictions  on  installment  credit,  trimmed  the  in- 
vestment programs  of  the  nationalized  industries  and  of  the 
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central  government , and  requested  local  authorities  to  take 
similar  action. 

The  Federal  Republic  of  Germany  is  concerned  lest  higher 
prices  for  imported  scarce  products,  especially  coal,  and 
higher  wages  will  push  up  prices  and  deteriorate  Germany’s 
competitive  position.  Hov^ever,  Germany's  strong  external 
position  makes  it  possible  to  keep  the  price  level  under  pres- 
sure through  increased  imports.  Monetary  and  fiscal  policy 
are  likely  to  remain  strongly  conservative.  And  inflationary 
pressures  among  Germany's  competitors  are  more  immediate  and 
stronger.  In  addition,  the  slow  start  on  the  German  rearma- 
ment program  may  very  well  reduce  the  overall  demand  on  the 
economy  below  originally  anticipated  levels.  Thus,  the  German 
anxieties  may  be  exaggerated. 

The  Far  East: 


Another  piece  in  our  kaleidoscope  is  the  Far  East.  Like 
Europe,  this  area  was  drastically  affected  by  World  War  II. 
Moreover,  the  free  world  and  the  Communist  countries  of  the 
area  have  suffered  from  the  economic  impact  of  later  military 
conflicts.  If  pressed  for  a one-sentence  summary  of  the  eco- 
nomic situation  of  the  free  nations  of  this  area,  I would  say 
that  the  past  record  has  not  been  too  bright  but  that  the  eco- 
nomic picture  is  on  the  whole  more  encouraging  today. 

All  the  nations  of  the  Far  East  have  very  low  standards 
of  living  from  our  viewpoint.  Most  are  new  countries  which 
have  emerged  from  colonial  status  since  the  war.  With  the 
notable  exception  of  Japan,  they  have  on  the  whole  been 
suppliers  of  raw  materials  and  importers  of  manufactured  goods. 
However,  many  of  them  now  feel  that  they  must  attain  a greater 
degree  of  industrial  self-sufficiency  as  an  essential  factor 
in  their  national  independence. 

Virtually  all  of  the  countries  of  the  Far  East  suffered 
severe  damage  during  World  War  II  and  in  every  case  economic 
patterns  of  long  standing  were  disrupted.  Nearly  all  of  the 
free  countries  suffered  also  from  Communist  disruptive  tactics 
ranging  from  planned  rioting  and  strikes  to  armed  uprising, 
civil  war  and  invasion. 

Let  us  consider  the  area  in  five  parts  — Japan,  Korea, 
the  Republic  of  China,  Communist  China,  and  then  South  East 
Asia . 


Japan  ^ 
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Japan ; 

Japan  is  a nation  in  which  the  pressure  of  population  on 
arable  land  is  one  of  the  highest  in  the  world.  Japan  must 
trade  to  be  able  to  maintain  even  a standard  of  living  v/hich 
is  low  in  comparison  v/ith  the  West.  And  in  the  post-war  period 
Japan's  customary  economic  problems  have  been  intensified  due 
to  loss  of  markets  in  China  and  a low  level  of  trade  with 
Korea  and  South  East  Asia. 

Japan’s  importance  to  the  United  States  and  to  the  free 
world  led  us  to  seek  to  promote  Japan's  re-emergence  as  a 
major  trading  nation.  All  our  hopes  for  cooperation  from 
Japan's  free-world  partners  have  not  yet  been  realized  but 
there  were  encouraging  developments  in  1955. 

The  improvement  in  Japan’s  foreign  trade  and  exchange 
position  was  dramatic.  Exports  continued  their  upv;ard  trend 
and  are  likely  to  reach  an  annual  level  of  nearly  $1.9  billion, 
compared  to  $1,6  billion  in  1954  and  $1.3  billion  in  1953.  No 
similar  rapid  increase  in  imports  developed.  Industrial  pro- 
duction in  the  first  three  quarters  of  1955  v/as  6 per  cent 
above  the  same  period  a year  ago.  The  rice  harvest  is  expected 
to  be  one  of  the  largest  in  Japan's  history. 

Nonetheless,  Japan  still  faces  grave  problems.  The  in- 
crease in  foreign  exchange  occurred  because  the  trade  deficit 
was  exceeded  by  foreign  exchange  receipts  from  other  soirrces, 
notably  from  U.S.  military  procurement  and  troop  expenditure. 
Other  weak  spots  are  evident.  Small  business  is  squeezed  by 
high  cost  of  imported  raw  materials,  and  by  shortages  of  capi- 
tal and  high  interest  rates.  Because  of  rising  international 
prices  of  freight  and  raw  materials,  Japsnese  businessmen  have 
recently  again  considered  the  possibility  of  increasing  coal 
and  possibly  also  iron  ore  imports  from  Comraunlst  China. 

On  balance,  Japan's  economy  in  1955  registered  a con- 
tinued though  moderate  expansion.  The  inflationary  pressures 
which  had  threatened  internal  economic  stability  and  the  for- 
eign trade  position  in  1953-54  have  been  successfully  con- 
tained by  deflationary  measures  of  the  government  vi^ithout  de- 
pressing economic  growth. 

The  $64  question  in  Japan  is  whether  the  current  rate  of 
expansion  is  sufficient  over  the  longer  run  to  absorb  the 
rapidly  expanding  labor  force.  In  the  shorter  run,  Japan  will 
remain  very  sensitive  to  the  fluctuations  of  International 
business  conditions. 


Korea : 


iior  ea ; 
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Let  us  look  briefly  at  Korea.  Tne  division  of  this 
country  at  the  38th  parallel  l.eft  the  South  v/ith  an  over- 
crowded peninsuluj  s chaotic  fiscal  situation  and  a substan- 
tial but  lll--balanc ed  and  r’un-down  plant  which  Koreans  could 
not  effectively  operate.  Progress  had  been  attained  by  the 
Spring  of  1950  when  the  Coimnunists  struck  and  Korea  became  a 
battlefield.  Vi/ith  the  help  of  the  U.S.  and  the  U.N,,  Korea 
has  reached  a stage  at  which  both  industrial  and  agricultural 
production  exceed  the  1949  level.  Kowever,  whth  the  handicap 
of  the  burden  of  supporting  a large  military  force,  it  is 
doubtful  that  Korea  can  soon  attain  the  goal  of  self-support. 

The  Republic  of  China : 

Since  1949,  the  G-overnm.ent  of  the  Republic  of  China  on 
Taiwan  — sometim.es  called  Formosa  — has  had  to  cope  with 
two  abnormal  econom-lc  burdens:  (1)  the  influx  of  some  two 
million  refugees  from  the  mainland  --  roughly  an  immediate 
population  Jumip  of  one-quarter;  and  2)  the  necessity  to  main- 
tain a disproportionately  large  armed  force  in  face  of  the 
C ommuni s t threat. 

In  spite  of  these  abnormal  burdens,  the  Governmient  of  the 
Republic  of  China  can  point  to  heartening  production  increases 
in  industry  and  agriculture.  A factor  contributing  to  in- 
creased agricultural  production  has  been  the  successful  imple- 
mentation of  the  land  reformi  program. 

Taiwan  has  made  good  use  of  U.S.  economic  aid.  Prices 
have  becomie  increasingly  stable.  Taiwan's  standard  of  living 
is  considered  to  be  the  highest  in  the  Far  East,  except  for 
Japan. 


Communist  China: 

AS  for  Communist  China,  its  governmexOt  has  embarked  on 
an  ambitious  program  calling  for  the  development  of  heavy 
industries  and  socialization  in  which  the  consumer  receives 
no  priority. 

The  economy  of  Communist  China  continued  to  expand  during 
the  past  year,  but  at  only  about  one-half  of  the  1C  per  cent 
rate  of  increase  achieved  from  1950  through  1954.  In  looking 
at  these-  figures,  it  is  well  to  remember  that  they  reflect 
increases  over  a very  low  base.  Industrial  output  is  to  rise 
only  5 per  cent  under  the  1955  plan,  compared  to  the  reported 
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rise  of  17  per  cent  during  1954.  Agricultural  output  appears 
to  have  recovered  from  the  sharp  setback  it  received  in  1954 
when  the  rice  crop  was  below  the  previous  year’s  level  and 
cotton  production  was  considerably  reduced  by  the  wide-spread 
floods.  Prices  remain  stable  largely  because  of  the  Government- 
controlled  distribution  system. 

The  government  in  1955  continued  to  invest  largely  in 
heavy  industry  and  transport  and  communications  and  budgeted 
an  increase  in  military  expenditures  of  20  per  cent  over  that 
of  1954. 

Despite  the  Communist  efforts,  the  increase  in  food  pro- 
duction per  capita  on  Taiwan  has  been  far  greater  than  on  the 
mainland. 

South  East  Asia; 

The  kaleidoscope  contains  some  highly  important  bits  and 
pieces  often  grouped  together  as  the  countries  of  South  East 
Asia.  These  countries  may  be  generally  classified  as  under- 
developed countries.  They  have  very  limited  industrial  de- 
velopments, and  low  per  capita  income,  and  are  largely  dependent 
upon  the  demand  for  and  price  of  their  three  basic  commodities  - 
rice,  tin  and  rubber. 

With  the  exception  of  Burma,  the  economic  picture  in  these 
countries  has  improved  considerably  during  the  past  year.  In 
Thailand,  Malaya,  Indonesia  and  the  Philippines,  the  budgetary 
situation,  the  balance  of  payments  and  foreign  exchange  re- 
serves have  all  been  strengthened.  The  surplus  commodity 
problem,  which  appeared  extremely  serious  at  the  beginning  of 
the  year,  was,  for  the  most  part,  overcome  when  Thailand  and, 
to  a lesser  extent,  Burma  largely  disposed  of  their  surplus 
rice.  The  v\forld  market  for  rubber  and  tin  continues  strong 
and  the  rapidly  increasing  price  for  rubber,  which  has  de- 
veloped, has  served  to  bolster  the  economies  of  those  countries 
that  produce  it. 

Viet-Nam,  Laos  and  Cambodia  still  suffer  from  the  dislo- 
cations resulting  from  seven  years  of  strife  and  much  of  the 
rice  lands  are  still  out  of  production.  In  these  countries, 
it  now  appears  desirable  to  shift  our  aid  programs  from  mea- 
sures designed  to  meet  emergency  war-time  situations  to  longer- 
range  programs  which  will  help  restore  the  productivity  of  its 
land  and  encourage  the  industry  of  its  people. 


Summary , 
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A summary  view  of  recent  economic  developments  in  South 
and  South  East  Asia  must  clearly  make  allowances  for  the  ex- 
ceptionallAT  favorable  conditions  due  to  good  crop  yields.  The 
governments  are  determined  to  speed  economic  growth  but  they 
have  many  problems  before  them.  The  absence  of  an  indigenous 
entrepreneurial  class ^ and  the  association  of  foreign  private 
capital  with  colonialism,  along  with  the  oppressive  poverty 
which  makes  domestic  savings  and  investment  very  difficult, 
are  tremendous  obstacles  to  economic  growth  in  the  underde- 
veloped countries  of  the  world. 

India : 

A particularly  interesting  fragment  in  the  kaleidoscope 
is  India.  Large  in  terms  of  population,  area  and  production, 
India  has  been  experiencing  a substantial  and  a rising  rate 
of  economic  growth.  Attributable  in  part  to  exceptional 
weather  bringing  good  crops,  these  increases  were  accompanied 
by  drops  in  prices  despite  increased  government  expenditures 
and  a record  pace  of  investment  expenditure  making  up  for  the 
slow  progress  of  earlier  years.  But  it  has  yet  to  be  deter- 
mined whether  in  the  absence  of  fortuitous  factors  a rate  of 
investment  can  be  sustained  at  levels  required  for  steady 
growth  in  per  capita  income.  This  is  a key  element  of  the 
appraisal  of  the  prospects  for  the  success  of  the  Indian  5 
year  plan.  Another  is  the  climate  for  investment  which  India 
is  prepared  to  create. 

The  Near  and  Middle  East: 

The  vast  area  comprising  the  Near  East,  South  Asia  and 
Africa  is  large  geographically.  It  does  not  loom  so  large 
in  the  economic  kaleidoscope  today.  However,  this  area  is  in 
a state  of  economic  and  political  transition.  As  a whole,  it 
is  usually  regarded  as  an  under-developed  area.  The  popula- 
tion is  unevenly  distributed  and  there  has  been  relatively 
little  systematic  development  of  the  natural  resources  with 
which  many  countries  in  the  area  are  richly  endovifed.  Moreover, 
by  and  large,  this  area  of  the  world  stands  in  vivid  contrast 
v/ith  the  nations  in  which  education,  industrial  training, 
econorc.ic  philosophy  and  political  outlook  are  all  consistent 
with  high-level  and  expanding  production  and  rising  living 
standards.  Except  for  Greece  and  Turkey,  there  is  little 
evidence  that  the  rate  of  growth  in  the  Near  and  Middle  East 
is  on  a level  vjhich  can  achieve  steady  increases  in  per  capita 
income.  In  Greece  and  especially  Turkey  the  process  of  de- 
velopment has  brought  with  it  internal  inflation  and  external 
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But  these  may  well  be  economic 


balance  of  payments  problems, 
grov/ing  pains  . 

Agricultural  production  in  the  Near  East  in  1955  seems 
to  be  larger  than  in  the  previous  year  with  particularly  good 
crops  in  G-reece  and  Turkey.  The  Turkish  crop  failure  of  1954, 
as  a result  of  a serious  drought,  was  one  of  the  major  factors 
contributing  to  the  rapid  inflation  and  the  substantial  for- 
eign trade  deficit  of  that  year  and  the  even  greater  one  in  the 
first  half  of  1955,  which  resulted  in  a 26  per  cent  drop  in 
foreign  exchange  reserves  from  miid-54  to  mid-55. 

Industrial  production  has  continued  to  expand  at  a fairly 
rapid  rate  in  the  more  developed  countries  of  the  area,  in- 
cluding Greece,  Lebanon,  and  Israel.  Industrial  production 
in  Greece  was  more  than  10  per  cent  above  1954  in  the  first 
half  of  1955.  Production  in  Turkey  continued  its  steady  rise 
even  though  harapered  by  shortages  of  imported  raw  materials. 

There  has  been  a steady  upvmrd  trend  in  petroleum  pro- 
duction in  the  Near  East  which  continued  into  the  first  half 
of  1955  reaching  a new  high  point. 

Well  over  half  of  the  exports  of  the  Near  Eastern  coun- 
tries consists  of  petroleum.  In  1954  the  four  major  petroleum 
exporters  of  the  area  --  Iraq,  Iran,  Saudi  Arabia,  and  Kuwait  - 
increased  their  exports  and  with  them,  despite  an  increase  in 
imports,  their  already  substantial  foreign  trade  surplus. 

The  other  countries  of  the  area  continued  to  run  a large 
foreign  trade  deficit  even  though  imports  vi^ere  restricted  be- 
low their  peak  1951  level  and  total  exports  were  slov/ly  rising, 
approaching  the  1951  peak.  Egypt’s  position  shifted  from  a 
modest  surplus  in  the  first  half  of  1954  to  a moderate  for- 
eign trade  deficit  in  the  first  half  of  1955,  largely  as  the 
result  of  a sharp  drop  in  exports.  This  reflected  lower  cotton 
prices  and  difficulties  in  miarketing  the  crop.  Barter  agree- 
ments with  Soviet  Bloc  countries  were  made  in  an  attem.pt  to 
alleviate  the  serious  foreign  trade  problem  of  the  country. 

The  European-Soviet  Bloc: 

Another  piece  in  the  global  economic  kaleidoscope  is  the 
European-Soviet  Bloc. 

Eastern  Europe  and  the  USSR  shov/ed  continued  increases  in 
total  production  in  1954  and  1955  although  this  growth  in  the 
satellites  was  not  as  smooth  as  in  the  USSR.  In  the  latter 
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countries  the  rate  of  industrial  growth  slackened  in  1954 
and  agricultural  production  v/as  subnormal.  1955  brought  con- 
siderable recovery  in  both  regards. 

Agricultural  and  industrial  output  in  the  Bloc  both  rose 
in  1955.  As  regards  agriculture,  the  increase  was  attribu- 
table to  the  combined  im.pact  of  good  weather,  expanded  acreage 
and  greater  use  of  fertilizer  and  machinery.  Industrial  pro- 
duction in  the  European-Soviet  Bloc  in  the  first  six  months 
of  1955  was  generally  10  per  cent  higher  than  in  the  first 
half  of  1954. 

Some  attempt  was  made  to  ease  domestic  economic  problems 
by  an  expansion  in  imports  from  the  non-Communis t world 
financed  through  an  increase  in  exports  and  partly  through  gold 
shipments.  Both  the  expansion  of  trade  end  the  shipment  of 
gold  started  during  the  latter  half  of  1953  and  has  continued 
to  date.  A substantial  part  of  the  increase  in  imports  in 
1954  from  the  non-Communis t v\^orld  consisted  of  foods.  There 
was  no  significant  change  in  imports  of  capital  goods  or  of 
industrial  raw  materials.  But  with  the  total  imports  of  the 
European-Soviet  Bloc  from  the  non  - C ommuni  s t viforld  amounting  to 
only  $1.5  billion  per  year,  the  impact  of  even  large  changes 
in  this  on  the  total  economy  of  the  Bloc  must  necessarily  be 
quite  limited. 

The  outlook  for  continued  rapid  economic  expansion  in  the 
Bloc  is  good  since  a high  rate  of  investment  continues  to  be 
maintained . 

Latin  America" 


Now  let  us  look  at  some  of  the  Western  hemisphere  pieces 
in  our  economic  kaleidoscope:  First  of  all  Latin  America. 

The  economic  outlook  for  Latin  Am.erica  over  any  short-run 
period  simply  is  the  outlook  for  a relatively  small  number  of 
export  products . Most  of  these  countries  are  still  dependent 
in  large  measure  on  their  export  trade.  A number  still  possess 
primarily  one  commodity  economies. 

Chile,  for  example,  depends  principally  on  copper  for  the 
foreign  exchange  with  which  she  buys  her  imports.  At  the 
moment  copper  prices  are  relatively  high  and  prospects  are  good, 
at  least  for  the  near  future.  In  spite  of  the  favorable 
prices  now  obtaining,  however,  Chile  has  a balance  of  payments 
problem,  and  has  had  to  maintain  controls  on  Imports  as  a re- 
sult of  internal  inflation  which  has  plagued  the  country  for 
a number  of  years. 


Bolivia 
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Bolivia  has  a similar-  problem.  Tin  prices  are  far  below 
Vi/ar-time  peaks.  Production  has  declined  in  recent  years,  and 
the  Government  is  experiencing  great  difficulty  in  providing 
adequate  foreign  exchange  for  even  essential  imports.  Bolivia 
is  one  of  the  few  countries  in  Latin  America  which  has  received 
grant  aid  from  the  United  States  in  the  form  of  surplus  agri- 
cultural commodities,  although  a number  of  others  have  arranged 
to  purchase  cotton  and  foodstuffs  for  local  currencies,  under 
the  provisions  of  Title  I of  Public  Law  480. 

Venezuela  derives  70  per  cent  of  its  foreign  excliange 
from  exports  of  petroleum  and  related  products;  the  petroleum 
industry  has  had  a rapid  expansion  throughout  the  past  decade, 
and  the  Venezuelan  market  is  and  should  continue  to  be,  one 
of  the  best  in  Latin  America  for  both  agricultural  and  indus- 
trial exports  from  the  U.S. 

Sugar  is  the  principal  export  of  Cuba,  Haiti  and  the 
Dominican  Republic,  and  is  also  Important  in  the  trade  of  Peru, 
Mexico  and  Nicaragua.  Sugar  has  been  in  surplus  supply  for 
several  years.  During  the  past  year  prices  have  been  rela- 
tively stable  at,  or  slightly  below,  the  lower  limit  provided 
under  the  International  Sugar  Agreement.  Consideration  is  now 
being  given  to  renewal  of  the  agreement,  and  it  is  hoped  that, 
when  renegotiated,  it  will  cover  an  increased  share  of  the 
world  trade  in  sugar  and  provide  a greater  measure  of  price 
stability. 

Latin  America’s  most  important  export,  both  from  the 
standpoint  of  total  value  and  as  to  number  of  countries 
affected,  is  coffee.  It  is  exported  by  14  countries,  and  is 
the  most  important  expert  of  five  of  these  countries.  In  1954 
coffee  accounted  for  61  per  cent  of  the  total  value  of  Brazil’s 
exports,  for  84  per  cent  of  Colombia’s,  for  88  per  cent  of 
El  Salvador’s,  78  per  cent  of  Guatemala’s  and  79  per  cent  of 
Haiti’s.  Considering  the  20  American  Republics  as  a v/hole, 
coffee  exports  represented  36  per  cent  of  the  total  value  of 
their  exports  in  1954. 

Coffee  prices  are  currently  at  approximately  the  1953 
level,  and  if  they  rem.ain  near  this  level  the  producing  coun- 
tries will  have  little  cause  for  concern.  However,  coffee 
future  prices  are  currently  w^ell  below  the  spot  market  level, 
reflecting  an  anticipated  decline  in  price  as  production  in- 
creases over  the  next  few  years,  with  large  new  plantings 
coming  into  bearing,  and  the  producing  countries  are  greatly 
concerned  that  this  may  mark  the  beginning  of  a long-term 
downward  price  trend.  They  recall  the  ruinously  low  prices 
which  prevailed  throughout  the  1930 ’s  and  1940’s,  and  are 
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endeavoring  to  agree  upon  measures  for  joint  action  to  sta- 
bilize prices.  The  outlook  for  American  exports  in  this  area 
depends  to  a considerable  degree  on  whether  or  not  these  mea- 
sures are  successful. 

Something  might  perhaps  be  said  about  the  political  out- 
look in  certain  areas  where  trade  has  been  affected  by  politi- 
cal developments.  With  the  new  regime  in  Argentina  there  is 
reason  to  expect  an  increase  in  agricultural  prod-uction,  which 
was  formerly  the  backbone  of  the  Argentine  economy.  The  new 
Minister  of  Commerce  has  announced  that,  to  remunerate  produ- 
cers and  promote  expansion  of  areas  under  cultivation,  prices 
of  1955-56  agricultural  crops  will  be  raised  across  the  board. 
The  new  Minister  of  Trade  has  stated  that  Argentina’s  future 
trade  policy  would  be  aimed  at  freeing  overseas  trade,  re- 
turning the  trade  to  private  enterprise,  and  encouraging  an 
expansion  of  exports.  These  policies,  if  carried  out  success- 
fully, will  bolster  Argentina’s  internal  economy,  encourage 
new  capital  investment  and  lead  to  a sound  expansion  that  will 
benefit  both  Argentina  and  the  countries  which  trade  with  her. 

Guatemala  is  recovering  rapidly  from  the  revolution  against 
the  Communist  regime  which  disrupted  her  economy  last  year. 

This  recovery  should  be  furthered  by  the  decision  of  the  U.S. 
to  help  complete  the  Inter-American  Highway  within  3 years  if 
possible.  When  completed,  this  through  route  from  the  Mexican 
border  to  Panaraa  should  lead  to  a considerable  expansion  of 
tourist  traffic  and,  later,  to  the  development  of  an  increas- 
ing trade  virith  the  Central  American  countries  which  it  tra- 
vers  es . 

Haiti,  which  suffered  serious  hurricane  damage  last  year, 
has  also  made  a rapid  recovery. 

Brazil,  by  its  very  size,  is  a factor  of  importance  in 
any  appraisal  of  the  outlook  for  Latin  America.  Coffee  is 
its  principal  export,  and  there,  as  I have  said,  the  long-run 
outlook  is  somewhat  doubtful.  However,  Brazil’s  coffee  exports 
during  the  past  two  months  have  been  very  high,  in  relation 
to  those  of  earlier  months  of  this  year.  The  newly  elected 
government  will  come  to  power  in  January  with  a somewhat  less 
pressing  fiscal  problem  than  might  have  been  predicted  a few 
months  ago,  and  the  outlook  for  containing  inflation,  and 
possibly  relaxing  Import  controls  is  brighter  than  in  some 
time . 
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Other  Countries:; 


Time  does  not  permit  even  a brief  mention  of  all  countries 
in  the  world.  I am  especially  conscious  of  having  omitted 
most  of  the  British  Commonwealth  countries.  Of  these, 
Australia,  New  Zealand,  Canada,  and  the  Union  of  South  Africa, 
are  rapidly  developing  countries  of  the  British  Commonwealth 
facing  the  problem  of  maintaining  growth  without  inflation. 

The  United  States; 


Before  we  finish  with  the  bits  and  pieces  of  the  world 
economic  situation  a word  about  the  U.S.  is  in  order.  The 
phenomenal  economic  growth  of  our  country  is  staggering  to 
foreign  observers  as  it  often  seem.s  to  many  of  us  at  home. 

The  extent  to  which  all  levels  ha.ve  shared  this  prosperity  is 
perhaps  less  widely  realized  abroad  than  here.  However,  many 
of  our  friends  abroad  who  follow  developments  here  are  keenly 
conscious  of  the  grave  problem  of  the  discrepancy  in  the  eco- 
nomic position  of  agricultural  and  non-agricultural  sectors 
of  oiur  economy.  And  they  are  understandably  interested  in 
the  course  of  action  v;e  plan  to  take  to  resolve  this  dilemma. 

In  foreign  eyes,  the  U.S.  is  often  awefully  viewed  as  the 
economic  giant  which,  through  its  unprecedented  vast  market 
and  economic  strength  affords  opportunities  for  economic 
growth,  but  which  by  the  same  token  can  plunge  the  world  into 
economic  disaster.  Two  heartening  developments  to  them  were 
the  fact  that  U.S.  economic  growth  has  indeed  been  spectacular 
and  that  the  slackening  of  activity  here  which  ended  a year 
ago  was  short  lived  and  did  not  herald  a down-turn  of  the  eco- 
nomic activity  of  the  free  world. 

Recapitulations ; 

VVe  have  looked  at  the  pieces  in  our  kaleidoscope.  Let  us 
now  look  at  two  patterns  formed  by  those  pieces;  first,  for 
the  immediate  future;  and  second,  the  long-range  outlook. 

a ) Immediate  Outlook; 

In  examining  the  immediate  outlook  it  should  be  noted 
that  in  1955  the  more  highly  industrialized  countries 
of  the  free  world  continued  to  maintain  their  rate  of 
unprecedented  economic  expansion,  and  Western  Europe 
increased  its  gross  production  over  5 per  cent,  Vifestern 
Europe  is  on  the  verge  of  pressing  to  the  limit  its 
plant  capacity  and  available  manpower.  Inflationary 
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pressures  are  evident  in  some  countries.  Orthodox 
measures  are  being  adopted  to  combat  inflation  in 
response  to  these  signs  of  economic  and  financial 
strain.  With  the  major  exception  of  the  U.K.j  the 
international  economic  position  of  this  part  of  the 
free  world  both  in  terms  of  current  transactions  and 
size  of  financial  reserves,  is  quite  good. 

In  contrast  only  a few  of  the  less  industralized, 
or  so-called  under-developed,  countries  of  the  free 
world  have  been  able  to  expand  their  production  at 
lialf  the  rate  of  Western  Europe,  Economic  progress 
in  most  of  the  under-developed  countries  has  barely 
kept  pace  with  population  growth.  The  immediate 
prospects  of  these  countries  is  bound  up  with  a world- 
wide fall  in  all  agricultural  prices,  with  the  major 
exception  of  rubber,  and  with  the  appearance  of  sur- 
pluses of  most  major  crops.  The  most  troublesome 
surpluses  are  those  of  v/heat,  rice  and  cotton. 

Although  some  of  the  under-developed  countries  may 
have  experienced  fairly  good  overall  rates  of  growth 
during  the  post-'war  period  as  a whole,  per  capita  wise 
output  has  been  constant  since  1951  and  investment 
particularly  has  fallen  below  the  1951  and  1952  levels  . 
Furthermore,  the  post-war  grov/th  was  in  part  the  re- 
sult of  the  especially  good  crops  of  1952-53  and 
1953-54.  These  factors  may  have  resulted  in  a higher 
rate  of  economic  expansion  than  can  be  sustained  in 
the  face  of  such  a development  as  a fall  in  cereal 
production.  Even  in  the  case  of  India,  with  its  am- 
bitious program  for  expansion,  there  is  concern  that 
a sufficient  volume  of  capital  formation  is  not  being 
attained  to  sustain  a steady  increase  in  per  capita 
income . 


This  somev/hat  somhre  picture  does  not  presage  an 
immediate  and  rapid  economic  growth  throughout  the 
free  world.  Nor  does  it  suggest  that  the  problems 
associated  with  agricultural  surpluses  are  soon  to 
evaporat  e . 

^ ) Long-Range  Outlook; 

Now  let’s  discuss  the  long-range  outlook  which 
incidentally  has  a brighter  aspect.  On  a long-term 
basis  the  record  of  economic  growth  is  distinctly 
favorable  in  the  U.S.,  Canada,  Westei-n  Europe  and 
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Latin  Americe.  Western  European  capacity  to  save  is 
proving  sufficient,  not  alone  for  its  own  investment 
needs,  but  is  also  furnishing  a source  of  capital  for 
under-developed  countries. 

In  the  under-developed  countries  profits  maKe 
possible  comparatively  favorable  rates  of  return  on 
direct  investments.  Whether  these  rates  will  in  fact 
be  favorable  enough  to  attract  adequate  capital  for- 
sustained  economic  growth  depends  on  a variety  of 
factors,  Including  political  developments  in  these 
countries . 

It  is  note-worthy  that  although  on  an  over-all 
basis  in  South  Eastern  Asia  and  Latin  America  eco- 
nomic growth  has  barely  kept  pace  with  the  growth  of 
population,  this  is  not  true  of  all  countries  and  per 
capita  economic  progress  has  been  significant  in 
several.  There  is  also  evidence  that  South  East 
Asia  may  be  moving  off  dead  center  after  a period  of 
stagnation. 

Perhaps  the  most  reassuring  indication  is  the  fact 
that  thus  far  the  dislocations  and  economic  dovm-turns 
have  shown  no  tendency  to  snowball.  Evidence  of  a 
latent  basic  economic  strength  in  the  free  world, 
hitherto  not  fully  appreciated,  appeared  during  this 
period.  For  example: 

- Western  Europe  maintained  its  rate  of  invest- 
ment wnen  U.S.  aid  slackened  off. 


- Western  Europe  is  also  turning  out  to  be  a 
“n — "■  gnoH  m^pkft-h  for  Latin  America. 

3wuinD«®v  JO  mmyvjjo  s it  I 

U.S.  economy  has  proved  stable  and  has  demon 
striking  capacity  to  adjust  itself  without 
slzih^,  as  some  foreign  observers  feared  it  might 
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A ^ years  ago,  apprehensions  were  epi'tomized 

^ q V jdi^tfie*^hpase : ’’When  the  U.S.  sneezes,  Europe  gets 

pneimfonia ” . These  forebodings  saw  no  realization 

in  1954.  In  fact,  sustained  European  purchases  in 

the  U.S.  during  this  period  actually  helped  our 

recovery  from  what  turned  out  to  be  only  a mild 

cold. 


Thus  the  prospects  for  continued  economic  growth  in 
the  free  world  give  us  good  grounds  for  encoiiragement  — 
but  not  for  complacency. 
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Address,  33rd  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C,,  November  28,  1955 


■ This  year  I shall  focus  my  remarks  around  three  related  subjects.  As  we  do 
in  the  Farm  Cost  Situation,  we  shall  begin  with  a look  at  the  recent  and  prospec- 
tive changes  in  farm  costs.  Then  we  shall  look  at  the  implications  of  the  longer 
, run  trends  in  the  cost  situation  to  farmers'  plans  for  use  of  production  resources. 
Finally,  we  shall  review  briefly  some  aspects  of  the  farm  financial  situation. 

This  year  has  seen  a continuation  of  the  situation  in  which  (1)  cost  rates  on 
the  average  have  changed  little,  and  (2)  a number  of  factory-produced  items  and 
real  estate  taxes  have  moved  up,  while  the  prices  of- many  farm-produced  items  have 
declined. 

Compared  with  the  immediate  postwar  19ii7-U9  period,  real  estate  tax  rates 
have  increased  by  half.  Prices  of  machinery  have  gone  up  about  a third.  Wage 
rates  for  hired  labor  have  risen  by  about  a fifth. 

On  the  other  side,  feed  prices  are  now  15  percent  below  the  19U7-U9  level. 
Costs  of  feeder  and  replacement  livestock  have  gone  down  nearly  20  percent. 

The  prospective  situation  for  1956  appears  to  be  more  of  the  same.  Recent 
" and  prospective  increases  in  prices  of  tractors,  farm  machinery,  and  some  building 
and  fencing  materials  will  probably  mean  that  these  cost  rates  will  average  higher 
next  year  than  this* 

•a. The  behavior  of  fertilizer  prices  in  recent  years  has  differed  somewhat .from 
that  of  many  other  industrial  items.  The  cost  of  fertilizer  per  pound  of  nutrient 
has  declined  since  1952,  Prices  for  next  year  are  expected  to  remain  at  about 
present  levels  although  some  further  slight  decline  is  possible. 

Tax  rates  on  real  .estate  and  personal  property  are  expected  to  be  up  about 
5 percent. 

."^  'Feed,  seed,  and  livestock  cost  rates  fluctuate  with  changes  in  prices  of  farm 
•products.  Seed  prices  are  now  considerably  lower  than  last  spring  and  unless 
seedings  for  conservation  are  materially  expanded,  prices  for  seed  may  average 
! ’somewhat  lower  next  year  than  this.  Prices  of  feed  can  also  be  expected  to  average 
somewhat  lower  than  in  the  195U-55  period,  although  they  will  probably  not  differ 
greatly  from  current  levels.  Prices  paid  for  feeder  and  replacement  livestock  may 
i be  about  the  same  in  1956  as  in  1955. 

Farm  wage  rates  increased  slightly  this  year  despite  the  drop  in  farm  income, 
An  important  factor  here  has  been  the  strong  nonfarm  employment  conditions,  ^ith 
;6.' continuation  of  relatively  full  employment  in  the  nonfarm  sector,  wage  rates  for 
I hired  farm  labor  can  be  expected  to  move  up  a little  again  next  year, 

I'-’  

I 1/  Most  of  the  charts  used  in  this  talk  can  be  found  in  the  Farm  .Cost  Situation 
and  the  Outlook  Chartbook, 
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This  adds  up  to  the  prospect  of  lower  average  prices  of  feed  and  possibly  seed 
next  year,  offsetting,  in  large  part  at  least,  somewhat  higher  prices  for  many  of 
the  industrially  produced  items  farmers  use  in  production c 

Farmers'  total  expenditures  are  expected  to  remain  near  present  levels  next 
year.  With  farmers'  income  positions  somewhat  less  favorable  than  in 
recent  years,  they  can  be  expected  to  be  cautious  in  purchases. 

On  the  other  side,  the  requirements  of  commercial  agriculture  are  now  high 
and  price  relations  remain  favorable  for  some  continued  substitution  of  such  things 
as  fertilizer  for  land  and  machinery  for  labor,  The  big  change  among  cost  rates 
occurred  during  and  immediately  following  I'orld  War  II,  Relative  to  the  composite 
index  of  all  cost  rates,  prices  of  many  important  industrially  produced  items  have 
declined  significantly  during  the  war  and  postwar  periods.  Fertilizer  and  gasoline, 
for  example,  are  only  about  three-fourths  as  expensive  relative  to  all  cost  rates 
as  they  were  in  the  1935-39  period. 

The  most  important  question  to  farmers  is  what  they  should  do  about  the 
present  cost  situation.  Basic  to  this  is  the  evaluation  of  longer  term  price  and 
production  prospects  in  agriculture,  I shall  leave  the  development  of  these  to 
Dr,  Wells  and  Dr.  Johnson  later  in  the  program.  But  we  have  recently  gone  through 
a period  of  great  change  in  farm  resource  use,  cost  rates,  and  technology.  These 
changes  are  still  underway. 

This  leads  me  to  four  general  comments  which  I shall  emphasize  by  way  of  a 
general  interpretation  of  the  implications  of  trends  in  the  cost  situation  to 
farmers'  plans  for  the  use  of  production  resources, 

(1)  Fundamental  changes  in  the  productivity  and  use  of  farm  labor  have 
occurred , In  the  past  15  years  output  per  man-hour  has  nearly  doubled,  Man-hours 
of  labor  used  have  been  reduced  nearly  30  percent. 

This  is  related  to  important  changes  in  the  economic  and  technical  environment 
of  farmers.  Farm  wage  rates  are  now  U times  the  prewar  level.  Similar  or  larger 
.increases  have  been  going  on  in  our  economy  generally.  The  price  a farmer  puts  on 
his  own  labor  is  more  difficult  to  evaluate.  It  should  he  noted,  however,  that  the 
operator's  opportunity  costs  in  farming  have  gone  up  and  the  operator's  realized 
net  income  per  farm  is  still  more  than  3 times  as  high  as  in  1935-39. 

At  the  same  time,  developments  in  technology  have  favored  the  substitution  of 
capital  for  labor.  By  increasing  the  size  of  their  farms  and  thus  increasing  their 
. use  of  machinery,  farmers  have  made  reductions  in  both  family  and  hired  labor. 

Large  numbers  of  farm  people  have  shifted  to  nonfarm  employment  while  the  "-techni- 
cal revolution  in  farming  methods'*  continues,.  The  shift  to  nonfarm  occupations: 
...has,  occurred  during  a period  of  high  agricultural-  prosperity,  In  vievj  of  present 
far^ra  cost-price  and  income  relations,  .such;.'a.d3ustmehts  seem  likely:  to  continue  if 
.nonf.arm  employraent  remains  high.  They  are,  elso  likely  to  continue-  to  be  desirable 
"'  from  the  standpoint  of  cost  reduction  on  many -' individual  f?rms.  Incidentally, 
adjustments  of  this  type  are  less  likely  to  add  to  total  output  than  many  other 
types  of  cost  reduction,  .i.t  ’--j  :-.:,. 

i,4  -■  •'  -.MO  t , ■;  , I • J ■ 

^ ",  , _ The  use  of  industrial  goodsiip  farm  production  increased  sharply  during 
and  following  World  War  II . The  incre^ased  use  resulted  from  {both  the  relative- 
changes  in  cost  rates  and  the  improvements  in  technology  that  have  occurred.  Total 
expenditures  have  increased  much  faster  than, cost , rates . Increased  use  of  some 


industrial  items  such  as  fertilizer  and  pesticides  has  continued  steadily  and  has 
been  profitable  for  many  individual  farmers  in  view  of  changes  in  price  relations 
and  technology. 

In  partj  the  increased  purchases  of  machinery  and  equipment  represent  the 
other  side  of  the  pattern  of  decreasing  the  use  of  labor  and  increasing  the  size 
of  the  farm*  But  considerable  room  exists  on  many  farms  for  contihuing  these 
changes  through  better  use  of  investments  in  machinery  and  equipment. 

During  the  last  2 years  the  size  of  farm  and  the  number  of  tractors  and  other 
machines  on  farms  increased,  but  the  estimated  depreciation  has  run  near  the 
aggregate  capital  expenditures.  For  example,  some  farmers  have  rented  or  bought 
additional  land  to  get  more  effective  use  of  their  machinery  and  equipment.  Other 
farmers  have  bought  or  used  older  tractors  or  machinery  where  prospective  require- 
ments are  likely  to  be  limited,  Although  continued  expansion  in  the  use  of 
industrially  produced  items  is. needed  in  the  economic  interest  of  many  farmers, 
changes  in  farm  price-cost  relations  have  increased  somewhat  the  financial  risks 
involved. 

With  the  upward  trend  in  the  use  of  production  items  from  nonfarm  sources 
the  structure  of  total  farm  operating  costs  is  becoming  less  flexible.  Year-to- 
year  variations  in  prices  paid  for  goods  and  services  from  nonfam  sources  are 
relatively  small.  Cost  rates  of  farm-produced  inputs  and  to  some  extent  of  hired 
labor,  are  more  variable.  They  tend  to  fluctuate  more  with  the  prices  or  incomes 
received  by  farmers. 

(3)  The  use  of  goods  produced  by  other  farmers  has  increased  steadily.  The 
quantity  of  goods  and  services  that  farmers  buy  from  each  other  also  has  increased 
as  enterprise  specialization  continues.  From  1939  to  191x9  the  number  of  farmers 
selling  cliickens,  for  example,  was  reduced  by  about  a third,  but  the  volume  of 
chicken  and  broiler  production  has  doubled.  Such  shifts  toward  more  specialization 
have  resulted  in  increased  efficiency  on  many  farms.  For  example,  the'  related 
expansion  in  the  size  of  enterprises  often  has  permitted  more  effective  use  of 
machine  methods  and  other  advantages  associated  with  larger  enterprises, 

(li)  Although  these  changes  have  occurred  in  agriculture  generally',  both  the 
rate  and  incentive  have  varied  greatly  among  types  of  farms.  Some  areas,  like  the 
Northern  Plains  spring  wheat  area,  went  through  their  rapid  phase  of  mechanization 
in  the  late  twenties  and  thirties.  Others,  like  the  northeastern  dairy  area  and 
the  Corn  Belt  hog-dairy  area,  have  increased  mechanization  more  rapidly  in  recent 
years.  In  others,  the  mechanization  has  been  gradual  through  a period  of  time. 

Changes  in  cost  rates  have  varied  significantly  among  types  of  farms.  In- 
creases in  farm  cost  rates  from  19U7-i49  to  19Sh  ranged  from  9 percent  bn  irrigated 
cotton  farms  in  the  High  Plains  to  22  percent  on  cash-grain  farms  in  the  Corn  Belt, 
These  changes  reflect  the  differences  in  composition  of  costs  and  the  differing 
trends  in  farm  cost  rates  at  national  and  regional  levels, 

Costs  per  unit  of  production  have  varied  even  more  widely.  Increases  in  cost 
per  unit  of  production  range  from  1 to  UO  percent.  Dissimilar  changes  in  cost 
rates,  crop  yields,  and  production  efficiency  all  affect  costs  per  unit  of  produc- 
tion. These  differences  among  types  of  farms  illustrate  the  varied  nature  of  the 
problem  of  adjustment  to  the  cost  situation. 
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Only  brief  attention  can  be  given  to  the  implication  of  all  these  changes  in 
agriculture  to  the  financial  situation  of  farmers,  A detailed  statement  on  the 
financial  outlook  for  farmers  is  available  for  distribution. 

Of  basic  importance  in  the  present  financial  situation  of  farmers  has  been 
the  increase  in  the  amount  of  capital  required.  In  terms  of  19h7-U9  dollars,  the 
value  of  assets  per  farm  worker  now  totals  more  than  $12,000  as  compared  with 
$6,000  in  I9U0.  In  terms  of  current  dollars  they  have  increased  from  less  than 
$U,000  to  over  lift, 000,  This  increase  in  capital  requirements  carries  with  it 
important  financial  problems,  particularly  for  young  people  with  limited  resources. 

The  Balance  Sheet  of  Agriculture  reflects  a further  increase  in  the  total 
value  of  farm  assets  and  ownership  equities  during  1955.  Short-term  and  real 
estate  debt  both  increased  in  1955  but  their  increases  were  more  than  offset  by 
the  rise  in  farm  land  values. 

The  increase  in  debt  reflects  the  continuation  of  the  trend  tovrard  increased 
capital  requirements  in  agriculture.  To  increase  efficiency  or  enlarge  operations 
during  1955^  some  farmers  bought  more  landj  some  installed  irrigation  systems | many 
added  to  their  machinery,  equipment,  and  livestock,  and  used  more  fertilizer  and 
insecticides.  These  expenditures,  made  at  a time  when  farm  receipts  were  lower, 
reduced  the  financial  reserves  or  increased  the  debts  of  many  farmers. 

In  the  aggregate,  reductions  in  liquid  financial  reserves  of  farmers  in  1955 
were  small  but  farm  debts  were  increased  considerably.  Many  farmers,  particularly 
those  whose  liquid  reserves  consisted  only' of  working  funds,  increased  their  debts 
to  avoid  depletion  of  these  funds.  But  most  of  the  expansion  in  farm  debt  occurred 
in  connection  with  expenditures  for  capital  and  operating  purposes,. 

' ■ ' • The  upturn  in  farm  real  estate  values  that  began  in  the  last  half  of  195U 
continued  through  November  1,  1955,  Nationally,  values  have  increased  nearly  6 
perhent  since  March,  As  of  November  1,  they  were  at  a new  record  peak, 

Despite  recent  increases  in  land  values,  their  current  relationship  to  farm 
comfhodity_ jprices.  is  about,  the  .same;  as  in  19l4Q^  Land  values  lagged  behind  the  rise 
ih  cbModity^prices  during  and  following  the  war,  but  the  spread,  has  narrowed  ""- 
apprecdiably-’i^'^'the  last  few  years. 

n't-:''  -r  • 

>The 'rbbdnt^riPb  in 'land  values  during  a period  in  which  farm,  commodity  prices 
and  incomes  declined  was  apparently  due  to;  (1)  A strong  demand  by  farmers’ for 
additional  land  to  make  more  efficient  use  of  machinery;  (2)  more  liberal  lending 
policies  adopted  by 'several  major  lenders  in  195h  and,  continuing  into  1955j  (3).  a 
generally  favdrable  crd|)  year;  and  (U)  a strong  and  expanding  nonfarm  economy 
which  encouragis^-t'M  bdlief  bn  the  part  of  many  investors  that  land  is  a sound  .m 
long-term  invbbtihdnt 

In  conclusion  I would  like  to  emphasize  three  general  points, 

"t  n - j t ■ * * r * -i-  J 

(1)  Costs  a.r'e’  holding  up.  Industrial  .items  seem  likely  to  go  a little  higher 
-and  farm-produced  Items  a little  lower  in  1956,  The  impacts  of  this  will  vary 
considerably  by  type  of  farm  and  the  composition  of  costs, 

(2)  Trends  toward  commercialization  of  production  seem  likely  to  continue 

in  view  of  the  structural  changes  in  technology  and  cost  relations.  These  changes 
appear  to  be  part  of  the  general  progress  in  our  economy. 


(3)  In  the  present  income  situation  farm  financial  and  farm  management 
problems  are  becoming  increasingly  difficult  and  important.  Many  of  these  problems 
involve  individual  decisions.  Others  may  involve  possible  mcndification  in  institu- 
tixjnal  services  or  farm  policies. 
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Farm  family  income  has  decreased  each  year  since  1951 > although 
the  drop  has  not  been  as  sharp  as  the  drop  in  aggregate  income  of 
farm  operators  from  farming.  This  is  because  the  number  of  people 
dependent  on  farming  has  decreased  and  because  income  from  other 
sources  has  increased. 

Since  the  mid-thirties  there  has  been  a general  downward  trend 
in  the  farm  population;  with  some  year-to-year  variation.  The  general 
decline  since  1950  has  been  at  the  rate  of  about  half  a million  per- 
sons per  year.  Currently  the  farm  population  is  estimated  at  about 
22  million  persons. 

Farm  families  nov7  have  more  income  from  sources  other  than  farm 
operation  than  5 or  10  years  ago.  The  Agricultural  Marketing  Service 
estimates  show  an  upward  trend  since  19^7  iu  per*  capita  ncnfarm  income 
of  persons  living  on  farms ; and  we  have  additional  evidence  from  other 
sources.  The  195^  Census  of  Agriculture  shovrs  that  more  operators 
V7ere  working  off  their  farms  than  in  19^9*  The  tabulation  of  this 
last  Census  is  not  complete,  but  for  the  2h  States  reported  when  this 
chart  l/  was  prepared,  the  proportion  of  farm  operators  working  100 
or  more  days  off  the  farm  had  risen  from  20  percent  in  19^9  to  2h 
percent  in  195^.  The  Bureau  of  the  Census  also  has  reported  an  in- 
crease in  the  percent  of  farm  people  employed  in  industrial  occupa- 
tions. In  1955^  38  percent  of  all  employed  persons  living  on  farms 
we:ce  working  in  nonagricultural  industries,  as  against  30  percent  in 
1950.  The  Census  has  also  reported  an  Increase  in  the  percent  of 
farm  wives  in  the  labor  force.  In  April  195^/  22  percent  of  the 
rural  farm  wives  were  in  the  labor  force,  while  in  March  1950,  there 
were  only  17  percent.  Note  that  the  increase  was  greater  for  farm 
than  for  urban  wives. 

The  Agricultural  Marketing  Service  has  estimated  the  average  in- 
come per  capita  of  farm  persons  from  all  sources- -nonfarm  as  well  as 
farm- -to  be  $913  in  195^  as  against  $977  in  1951  and  an  average  of  $857 
for  the  three  years  19*+9-51:>  This  represents  a drop  of  about  7 percent 
between  1951  and  195^  and  a 7 percent  increase  betv/een  the  average  for 
1949-51  and  195^.  But;  even  though  prices  of  consumer  goods  have  re- 
mained relatively  stable  during  the  past  few  years,  if  we  go  back  as 


1/  The  charts  referred  to  are  included  in  Section  3;  Family  Living, 
of  the  "Agricultural  Outlook  Charts,  1956." 
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far  as  19^  9;  there  has  been  an  increase  in  the  prices  farmers  pay  for 
cornmoditif  s used  in  family  living.  As  a result ^ total  per  capita  in- 
come, expressed  in  dollars  of  constant  purchasing  power,  was  about  2 
percent  1 .‘ss  in  195^  than  the  average  for  19^9-51*  This  would  amount 
to  about  |50-$100  per  family  at  present-day  price  levels,  assuming  a 
family  size  of  four.  Some  further  decline  in  1955  is  indicated. 
Nevertheless,  we  conclude  that,  although  farm  families  on  the  whole 
have  less  total  purchasing  power  than  in  the  period  19^9-51,  they 
probably  have  not  had  to  cut  back  their  living  by  as  much  as  might 
be  inferred  from  the  totals  on  farm  income  alone.  Undoubtedly,  there 
has  been  considerable  variation  both  among  families  within  any  given 
region  and  between  various  types  of  farming  areas  depending  upon  the 
amount  of  off-farm  income  and  the  type  of  farming  operations. 

There  is  considerable  evidence  to  support  this  premise  of  less 
cutting  back  in  farm  family  living  expenditures  than  in  farm  income. 
For  example,  farm  families  have  continued  to  add  to  their  stock  of 
household  goods  and  conveniences.  In  195^  approximately  70  percent 
of  all  farmers  owned  an  automobile  as  against  63  percent  in  1950. 

Over  90  percent  of  the  farms  were  attached  to  electric  power  lines 
in  195^  as  against  78  percent  in  1950.  The  percent  of  farm  dwelling 
units  with  piped  running  water  in  195^  can  be  estimated  to  be  in  the 
neighborhood  of  55-60  percent  whereas  it  was  only  U5  percent  in  1950. 
About  half  of  the  farm  families  had  a telephone  in  195^  as  against 

38  percent  in  1950.  About  one -third  had  home  freezers  as  against  12 
percent  in  1950.  These  figures  I am  quoting  are  estimates  based  on 

39  States  so  far  reported  from  the  195^  Census  of  Agriculture.  This 
chart  shows  the  percent  of  farms  having  home  freezers  in  5 of  the 
States  reported  earlier  this  fall.  The  Bureau  of  the  Census  has 
recently  reported  that  in  June  of  this  year  k2  percent  of  the  rural 
farm  households  reported  ovmership  of  a TV  set  as  against  only  3 
percent  in  1950. 

The  farm-operator  family  level -of -living  index  of  the  Agricul- 
tural Marketing  Service,  which  combines  in  one  figure  four  indicators 
of  level  of  living- -the  percentage  of  farms  with  electricity,  the 
percentage  of  farms  with  a telephone,  the  percentage  of  farms  with 
automobiles,  and  average  value  of  products  sold  or  traded  in  dollars 
of  constant  purchasing  power- -shows  a marked  increase  between  1950 
and  195^.  Greatest  gains  were  made  in  the  South. 

The  continued  rise  in  the  level  of  living  of  farm  families, 
measured  by  their  accumulation  of  household  goods  and  conveniences, 
seems  to  be  matched  by  continued  spending  for  family  living- -both 
to  buy  these  durable  goods  and  for  other  items  for  family  living. 

On  this  point  we  have  less  information  and  must  rely  on  data  from 
farm  families  in  three  midwest  States  that  submit  home  accounts  to 
their  experiment  stations.  These  farm  families,  on  the  whole,  are 
at  a higher  economic  level  than  are  ell  farm  families  from  the  same 
farming  areas.  Their  housing  facilities  are  better  and  over  the 
years  they  have  accumulated  more  household  equipment.  Undoubtedly 
their  financial  resources  are  greater  also.  Thus  it  can  be  expected 
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that  their  expenditures  will  show  less  year-to-year  variation  than  do 
those  of  the  total  farm  population.  However,  there  is  no  reason  to 
believe  that  the  direction  of  change  in  spending  would  not  be  the  same 
for  the  two  groups,  These  data  indicate  that  farm  families  have  main- 
tained their  spending  in  terms  of  dollars  of  constant  purchasing  power 
during  the  past  few  years.  The  reports  of  the  account-keeping  families 
suggest  that  the  squeeze  between  declining  income  and  slightly  in- 
creased prices  for  consumer  goods  has  been  met  by  decreased  savings 
for  the  year.  Accordingly,  farm  families  are  becoming  more  like  city 
families  in  the  value  they  put  on  consumption  vs.  savings. 

Changes  in  farm  family  spending  for  different  kinds  of  goods  and 
services,  insofar  as  we  can  measure  them,  have  followed  much  the  same 
trends  as  for  all  consumers  in  the  United  States.  For  example,  the 
account-keeping  farm  family  per  capita  expenditures  for  food  have 
continued  to  rise  at  about  the  same  rate  as  have  per  capita  expendi- 
tures by  all  consumers  in  the  United  States,  It  may  be  that  farm 
families,  like  urban  families,  are  continuing  to  increase  their  ex- 
penditures for  foods  that  will  require  less  preparation  in  the  home 
and  are  also  buying  higher  priced  foods.  Furthermore,  farm  families, 
like  urban  families  are  eating  more  meals  in  restaurants.  Also,  the 
families  reporting  on  the  account  projects  for  the  States  show  a de- 
cline in  the  use  of  home-produced  food.  But,  overall,  farm  food 
production  still  makes  a large  contribution  to  the  living  of  farm 
families.  On  the  average,  home-produced  foods,  when  valued  at  re- 
tail prices,  provided  U3  percent  of  the  total  money  value  of  house- 
hold food  in  a 1952  food  consumption  survey  of  rural  farms  in  the 
North  Central  region.  Even  if  there  has  been  some  decrease  since 
1952,  the  proportion  must  still  be  large. 

The  account -keeping  farm  families  spent  more  for  clothing  in 
195^  than  in  1953;  although  for  the  country  as  a whole  per  capita 
clothing  expenditures  were  slightly  lower  in  195^*  However,  the 
trend  since  World  War  II  in  per  capita  clothing  expenditures,  ad- 
justed to  take  account  of  price  changes,  has  been  downward  for  the 
account -keeping  farm  families,  as  for  the  total  population.  In 
part,  this  downward  trend  has  resulted  from  changes  in  the  age  dis- 
tribution of  the  population.  The  high  birth  rate  in  early  post-war 
years,  plus  the  increasing  survival  of  persons  to  the  older  age 
brackets,  has  resulted  in  an  increasing  proportion  of  low  clothing 
spenders  among  the  population,  both  rural  and  urban.  However,  this 
population  shift  probably  explains  only  part  of  the  decline  in  per 
capita  expenditures  for  clothing.  The  new  automobile  and  the  TV 
set  may  be  competing  with  new  coats  and  shoes. 

The  great  surge  in  the  purchase  of  furniture  and  equipment  in 
the  early  post  World  War  II  years  to  make  up  for  purchases  foregone 
during  the  war  years  and  the  anticipatory  buying  in  late  1950  accounts 
for  the  somewhat  lower  expenditures  by  the  account -keeping  farm  fami- 
lies and  by  all  consumers  in  the  United  States  during  the  years  of 
1952  and  1953*  Less  than  usual  replacements  were  needed.  The  account- 
keeping farm  families  sharply  increased  their  expenditures  for  furni- 
ture and  equipment  in  195^* 


In  dollars  of  constant  purchasing  power,  the  per  capita  medical 
care  expenditures  of  the  account -keeping  families  were  stable  during 
the  years  1952-5^,  and  about  8 percent  above  those  of  19^9-51.  This 
is  a larger  increase  than  for  all  consumers  in  the  United  States. 

However ^ though  farm  families  have  been  increasing  their  spending 
and  there  have  been  notable  increases  in  some  of  the  home  conveniences 
and  facilities,  there  is  still  need  for  improvement  in  levels  of  con- 
sumption. At  least  one-third  of  the  farms  in  the  United  States  lack 
piped  running  v;ater  in  the  dwelling  unit,  and  at  least  half  in  the 
South.  Because,  in  many  areas,  the  installation  of  piped  running 
water  is  so  dependent  upon  the  installation  of  electricity,  a contin- 
ued rapid  increase  in  this  facility  in  the  coming  years  would  be 
possible.  The  increase  from  ^5  percent  in  1950  to  within  the  range 
of  55-60  percent  is  already  a remarkable  achievement. 

In  spite  of  the  large  quantities  of  food  purchased  and  home  pro- 
duced, the  diets  of  many  farm  families  ere  still  below  the  recommended 
allegiances  for  some  of  the  essential  nutrients.  The  North  Central 
Regional  Study  of  food  consmption  showed  that  almost  one -fourth  of 
the  farm  families  in  1952  had  diets  with  less  than  recommended  amounts 
of  calcium  and  ascorbic  acid,  nutrients  provided  chiefly  by  milk  and 
certain  fruits  and  vegetables.  A study  of  farm  families  in  selected 
farming  areas  in  the  South  in  19*+8  showed  them  to  be  even  worse  off. 

The  cotton  and  tobacco  areas  were  particularly  low.  These  are  areas 
known  to  have  relatively  little  home  production  of  milk.  Our  studies 
have  shown  that  farm  families  that  do  not  produce  milk  tend  to  use 
far  less  than  families  that  do.  However,  poor  diets  may  result  from 
lack  of  knowledge  of  the  proper  foods  to  eat  as  well  as  from  insuffi- 
cient resources  to  acquire  the  necessary  foods.  Thus  improvement  in 
the  economic  level  of  farm  families  needs  to  be  accompanied  by  a con- 
tinuing program  of  nutrition  education. 

Historically,  rural  people  have  been  at  a disadvantage  in  ob- 
taining medical  care.  At  the  beginning  of  this  decade  proportionately 
far  fewer  physicians,  dentists,  and  nurses  were  serving  the  rural  pop- 
ulation than  the  urban.  In  counties  not  part  of  a metropolitan  area 
or  adjacent  to  a metropolitan  area  the  number  of  physicians  and  den- 
tists per  1,000  population  was  less  than  two-thirds  that  of  the  United 
States  as  a whole.  The  post-war  program  of  federal  aid  for  hospital 
construction  was  expected  to  bring  additional  personnel  to  rural  areas 
as  well  as  provide  needed  hospital  facilities.  There  is  no  measure 
of  how  well  it  has  succeeded  but  it  can  be  assumed  that  the  physician- 
population  ratio  in  rural  areas  is  still  substantially  below  the  urban. 

Farm  family  enrollment  in  voluntary  health  insurance  programs 
has  been  slow.  And  yet  health  insurance  permits  a better  level 
of  medical  care  than  would  be  possible  without  Insurance  by  reducing 
the  financial  impact  of  illness.  In  1953 > the  only  year  for  which  we 
have  statistics  showing  health  insurance  owners  by  degree  of  rurallty, 
only  k3  percent  of  rural-farm  families  had  some  type  of  health  insur- 
ance for  one  or  more  family  members  as  contrasted  with  70  percent  of 
urban  families,  A study  in  the  same  year  in  one  county  in  North 
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Cbroliiiu  shoved  only  40  percent  of  the  farm  operators  enrolled  in 
sucn  programs,  whereas  two-thirds  of  the  rural  nonfarm  self-employed 
and  clerical  workers  had  such  insurance.  The  indications  all  are, 
however,  chan  this  level  represents  a considerable  improvement  for 
ii.ral  families  over  earlier  years,  and  that  the  proportion  of  rural 
fc^milies  carrying  some  type  of  health  insurance  has  continued  to  in- 
crease. 


In  195^  farm  children  were  attending  echcol  in  larger  proportions 
than  ever  before.  However,  enrollment  rates  for  farm  boys  and  girls 
in  the  high  school  age  group  (l4-17  years)  were  still  about  6 percent 
below  those  for  all  children  in  this  age  group  in  the  United  States. 
Differences  in  enrollment  rates  for  those  over  18  and  for  children  of 
kindergarten  age  were  even  more  marked.  Furthermore,  for  many  of  the 
-larm  pupi.i.s  attending  school  the  educational  resources  are  not  as 
great  as  for  the  urban  pupils.  In  195^-55;  the  States  with  a higher 
percent  of  rural  residents  tended  to  have  lower  expendit’ures  per 
pupil  than  the  States  with  a lower  percent  of  rural  residents.  Even 
when  dtfferenoec'  in  income  among  the  States  are  taken  into  account, 
expenditures  per  pupix  tend  to  be  somewhat  lovrer  for  those  States 
with  a highex'  proportion  of  rural  x^esidents. 


With  the  revision  of  the  Social  Security  Act  in  195^;  impor- 
tant step  was  taken  in  providing  for  the  welfare  of  the  farm  family. 
During  the  past  xwo  decades,  if  vhe  farm-operator  died  in  the  early 
stages  of  the  family  life  cycle,  his  widow  and  dependent  children 
were  in  a disadvantaged  financial  posinion  relative  to  the  city 
worker  covered  by  OASI.  Equities  in  the  farm  enterprise  are  rela- 
tivej.y  small  at  this  stage  of  the  family  life  cycle  and  these  were 
likely  to  be  the  only  financial  resource  available  for  the  rearing 
Oi  the^  children  and  the  maintenance  of  the  wife  until  the  children 
were  old  enough  to  permit  her  to  take  a full-time  paid  position.  Be- 
ginning with  the  second  quarter  of  1956,  when  most  farm  operators  will 
have  been  covered  by  QASI  for  the  minimum  period,  farm  families  will 
have  some  protection  provided  against  the  risk  of  death  of  the  bread- 
winner. Tlxe  farm  operator  will  also  benefit  from  the  retirement  pro- 
visions of  the  OASI  at  age  65  as  does  the  city  worker.  If,  in  the 
course  of  his  working  life , he  has  acquired  considerable  equity  in 
xhe  farm  enterprise , he  will  have  additional  resources  for  his  ov/n 
main L.e nance  or  to  pass  on  to  his  heirs. 


Wow,  what  of  the  future?  Though  prices  of  consumer  goods  have 
been  very  stable  so  far  in  1955;  they  are  expected  to  rise  slightly 
dura.ng  the  coming  year.  Already  we  can  see  evidence  of  an  upward 
swing  in  apparel  prices  and  there  is  reason  to  believe  that  prices  of 
consumer  durables  may  show  more  strength  in  the  months  to  come. 
Charges  for  consioraer  services  have  risen  steadily  and  will  probably 
continue  to  do  so.  However,  food  prices  are  expected  to  show  little 
change,  on  the  whole,  ^nd,  because  food,  is  the  largest  component  of 
the  family  budget,  it  wlkl  tend  to  keep  ovei'a.ll  liici'eases  in  family 
living  costs  small. 
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In  October  the  Index  of  Prices  Paid  by  Faxtr.ers  for  all  commodities 
used  in  family  living  was  the  same  as  a year  age.  The  chart  shows  in- 
dexes for  four  of  the  six  separate  commodities  prices  for  this  index. 
Figures  in  this  chart  carry  thorough  June  1935,  the  last  available  when 
this  chart  was  prepared.  The  September  fig'ure  for  house  furnishings 
was  virtually  the  same  as  a year  ago,  the  index  for  food  and  tobacco 
was  down  3 percent,  that  for  building  materials  used  in  housing  was  up 
about  3 percent.  September  prices  of  new  automobiles  and  auto  supplies, 
though  lower  than  in  June  of  this  year,  were  2 percent  higher  than  for 
September  1954.  Clothing  and  household  operation,  not  shown  here,  were 
both  slighxly  higher  than  a year  ago. 

The  Consumer  Price  Index  for  urban  wage -earners  and  clerical 
workers  is  another  widely  used  measure  of  changes  in  consumer  prices. 

The  commodities  and  services  priced  for  this  index  are  those  determined 
to  be  typical  of  the  urban  worker's  family  living  budget.  However,  in 
many  instances,  urban  and  rural  families  purchase  the  same  types  of 
goods  and  services.  The  chart  shows  four  of  the  separate  components 
of  the  index.  Rent  and  medical  care,  which  typify  the  price  movement 
of  service  items  in  the  family  budget,  continued  their  upward  trend  in 
1955-  The  September  figures  for  these  components  v/ere  1-2  percent 
higher  than  a year  ago.  In  September,  the  apparel  figure  in  this  in- 
dex, like  the  clothing  figure  in  the  Index  of  Prices  Paid  by  Farmers, 
was  a little  higher  than  a year  ago.  Footwear,  an  important  item  in 
the  budget  of  families  with  many  children,  had  increased  1 percent. 
Footwear  and  women's  and  girls'  apparel  in  this  index  had  an  unusually 
high  upturn  this  fall.  Trends  in  prices,  as  shown  by  these  indexes  of 
consumer  prices  may  foretell  what  is  ahead  in  the  year  to  come. 

With  the  possibility  of  some  slight  rise  in  cons'jmer  prices  in 
the  coming  year  and  a further  decline  in  farm  income,  farm  families 
cannot  maintain  the  level  of  living  of  the  past  few  years  unless  they 
can  reduce  savings  further  or  add  to  income  from  nonfarm  sources.  If 
cuts  in  living  expenditure  are  made,  which  categories  of  consumption 
are  most  likely  to  be  curtailed?  One  of  the  most  sensitive  items  in 
the  farm  family  budget  is  gifts  and  contributions.  Another  highly 
sensitive  item  is  transportation.  With  the  many  new  cars  purchased 
since  1951,  replacements  of  the  automobile  itself  could  be  deferred. 
Expenditures  for  furnishings  and  equipment  are  also  likely  to  be  re- 
duced when  income  prospects  are  less  than  formerly.  But,  because 
farm  families  have  so  recently  added  to  their  stocks  of  equipment  and 
furnishings,  this  curtailment  will  probably  not  affect  the  level  of 
living  immediately.  Refrigerators  and  washing  machines  installed  in 
the  late  forties  can  be  made  to  serve  a few  more  years.  One  improve- 
ment which  I fear  will  suffer  is  the  installation  of  piped  running 
water.  This  is  an  expensive  installation  to  make,  and  farm  families 
that  do  not  clearly  foresee  continued  high  income  may  hesitate  to 
make  the  expenditures  necessary  for  this  convenience.  I would  hope 
that  where  farms  have  recently  been  electrified,  families  would 
place  a high  priority  on  this  expenditxire . 


Another  curtailment  which  is  likely  to  occur  with  reduced  income 
is  in  spending  for  education.  This,  too,  would  be  a most  unfortunate 
step  for  the  farm  families  to  take.  There  probably  will  be  no  decrease 
in  medical  care  expenditures.  Families  may  feel  impelled  to  cut  back 
on  the  amount  of  medical  care  they  buy  but  this  will  be  balanced  by 
rising  costs  of  medical  services.  Those  families  that  have  seen  the 
advantages  of  voluntary  health  insurance  may  be  loathe  to  give  up  this 
program. 

Farm  families  could  increase  their  home  production  of  food  as  a 
hedge  against  lowei-  cash  incomes.  The  many  freezers  installed  in  re- 
cent years  provide  the  farm  homemaker  with  a means  of  making  farm- 
furnished  foods  available  beyond  their  seasonal  production. 


Summary 


Farm  families,  on  the  whole,  have  maintained  their  levels  of  living 
at  least  througn  197^  in  spite  of  the  drop  in  total  farm  income.  This 
is,  in  part;  because  the  number  of  families  dependent  on  farm  income  is 
smaller  and  because  farm  families  have  increased  their  income  from  non- 
farm employment.  The  reserves  of  durable  goods  that  farm  families  have 
built  up  over  the  past  5 years  have  also  helped  to  maintain  their  levels 
of  living.  Farm  family  spending,  insofar  as  it  can  be  measured  with  the 
available  data,  seems  to  have  held  up  through  195^  and  to  be  following 
the  same  trends  as  spending  by  all  consumers  in  the  country.  For 
example,  food  expenditures  are  up,  reflecting  shifts  towards  prepared 
foods  and  choices  of  higher  priced  foods.  Moreover,  farm  families  seem 
to  be  like  other  consumers  in  the  tendency,  since  World  War  II,  to 
spend  more  for  durable  goods  and  less  for  clothing  than  their  previous 
pattern, 

In  the  year  ahead  increased  prices  for  some  consumer  goods  seem 
likely,  but  the  overall  increase  in  living  costs  will  be  slight  be- 
cause food  prices,  which  are  not  expected  to  increase,  are  so  large  a 
part  of  the  total.  But  increases  in  living  costs,  however  small,  in 
combination  wiuh  decreasing  income  from  farming  may  result  in  a fur- 
ther cut  in  farm  family  purchasing  power.  This  will  mean  reduced 
expenditures  for  living,  unless  farm  families  can  continue  to  add  to 
nonfarm  income  or  make  adjustments  in  saving.  In  view  of  the  fact 
that  so  many  farm  homes  lack  running  water,  it  is  hoped  that  a cut 
in  expenditures  for  this  improvement  is  not  in  prospect. 
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Source:  Derived  from  data  of  the  U.  S.  Department  of  Commerce,  adjusted  slightly  to  malce  comparable  with  farm 
family  accounts. 

1/  Adjusted  to  I947-U9  dollars  by  the  Consumer  Price  Index.  The  separate  components  of  the  Index  were  used  for 
■•ood,  clothing,  and  other  categories. 

2 / includes  spending  for  other  consumption  categories  not  shown  separateJ.y. 
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OUTLOOK  FOR  LIPC'RTS  X 


Statement  oy  G'vjynni^arnett^  Administrator ^ Foreign  Agricultural 
Service^  at  33rd  Annual  Agricultural  Outlook  Conference, 

Thomas  Jefferson  Auditorium,  USDA,  November  28,  1955  - 3:00  p.m. 


By  this  time,  enough  has  been  said  about  the  general  economic  situation 
that  this  report  on  the  agricultural  export  outlook  probabl}^  will  contain  fexi? 
surprises  <, 

It  is  the  Department's  opinion  that  United  States  agricultural  exports 
in  fiscal  j/'ear  1955-56  will  be  maintained  at  about  the  improved  level  reached 
in  195ii-55.  • y 

In  other  words,  we  expect  that  the  export  gains  made  during  the  past  thro 
years  will  be  held,  but  do  not  see  much  probability  of  iimnediate  further 
improvement. 

To  reviexf  briefly  where  this  puts  us,  you  recall  that  in  1951-52  the 
value  of  our  agricultural  exx^orts  reached  an  all-time  high  of  pix.l  billion. 
That  was  the  time  of  the  war  in  Korea,  vrith  heavy  foreign  stock-piling „ 

The  next  year,  due  to  worldi-olde  agricultural  recovery  and  decreased  demand, 
our  exports  dropped  abruptly  — down  to  ..2,8  billion.  Since  then,  largely 
as  a result  of  U,S,  Government  export  programs  and  increasing  foreign  buying 
power,  our  agricultural  exports  have  been  climbing  back  — Ij  percent  gain 
in  1953-5^j  and  another  7 percent  gain  in  195^i-55j  for  a total  of  >}> billion 

On  a volume  basis  the  gain  has  been  even  more  substantial.  On  that  basis 
we  have  regained  about  half  of  the  e^q^orts  lost  in  the  1952-53  drop. 

Let  us  consider  the  outlook  on  a commodity  basis . 

TfJheat ; Foreign  supplies  of  wheat  have  increased,  x/hich  moans  grea. ter 


competition.  Nevertheless,  if  we  make  full  use  of  existing  export  programs, 
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we  should  be  able  to  e;;port  about  275  million  bushels  of  wheat  and  flour  this 
season  — in  other  words,  about  the  same  as  in  195U'-55*  Government  programs 
last  year  helped  move  about  half  of  our  vheat  e::ports.  Competitive  pricing, 
and  very  hard  pushing  through  these  programs,  mil  be  needed  to  maintain 
wheat  exports.  It  is  obvious,  therefore,  that  unless  domestic  use  is  expanded, 
there  will  be  little  redaction  in  the  carryover. 

Rice : During  the  three  years  preceding  195U~55,  rice  exports  averaged 
about  16,6  million  bags,  milled  basis.  Last  year  our  rice  e^qports  dropped 
to  10  million  bags,  milled  basis.  This  year  we  ecpect  some  improvement, 

U,S,  prices  are  more  competitive  and  foreign  exportable  supplies  are  smaller. 
If  we  are  to  avoid  continuing  acreage  reductions  cn  the  part  of  U,S,  rice  ” 
producers,  it  is  necessary,'-  that  we  expand  our  markets. 

Coarse  Grains;  Prospects  for  exports  of  c''arse  grains  are  relatively 
good  and  increases  are  e::pected.  Last  year  \je  exported  about  5 million  short 
tons  of  coarse  grains;  this  3^ear  it  should,  be  possible  to  reach  about  8 
million  tons.  Foreign  livestock  numbers  are  expanding.  Europe’s  wheat  crop 
is  better  quality  this  year  and  less  of  it  mil  be  fed.  This  should  cause 
Europe  to  import  m.ore  of  such  coarse  grains  as  com,  grain  sorghums,  barley, 
and  oats.  Large  U.S.  supplies  are  available  at  competitive  prices,  while  ' 
Argentina,  on  the  other  hand,  has  had  a poor  corn  crop*  U.S,  coarse  grains 
x^rill  move  largelx^  through  dollar,  rather  than  foreign  currency  sales. 

Cotton;  Cotton  is  faced  Xirith  greater  export  problems  than  any  other 
commodity.  Its  export  prospects,  both  for  the  present  aiid  for  the  future, 
are  not  good.  Me  estiinate  that  exports  of  cotton  during  the  current  marketing 
year,  despite  large  comi.iitments  under  Government  export  programs,  will  not 
exceed  2\  million  bales.  This  would  be  a drop  of  one  ndllion  bales  fi*oin 


last  year.  The  reasons  are;  (1)  Foreign  cotton  production  continues  to  rise; 
(2)  foreign  cotton  consistently  undersells  us;  (3)  world  production  of  com- 
petitive man-made  fibers  is  big  and  is  becomixig  bigger;  (It)  dollar  cotton 
sometimes  is  discriminated  against  in  world  trade.  Our  cotton  carryover  at 
the  end  of  the  current  marketing  year  probably  will  be  the  largest  in  history. 

The  national  cotton  acreage  allotment  proclai  ',ed  in  October ^ if  t,pproved  by 

producers,  would  result  in  the  lowest  harvested  acreage  of  this  crop  since 
1879*  If  trends  in  XTOrld  cotton  production  and  price  continue,  U.S.  cotton 
will  be  further  squeezed  out  of  the  world  market.. 

Tobacco;  The  tobacco  export  outlook  is  substantially  improved,  IJe  look 
for  1959-56  tobacco  exports  to  exceed  5C0  million  pounds,  or  about  l5  percent 

above  last  year  and  largest  since  the  early  postwar  period.  Favorable  factors 

•include;  (l)  Much  larger  movement  for  foreign  currency  under  Public  Law  li80; 

(2)  relativelj'"  low  stocks  in  some  purchasing  countries;  (3)  improved  gold 
and  dollar  reserves  abroad,  along  x-jith  higher  level  economic  activity;  (h) 
greater  consumption  of  cigarettes  containing  U.S,  tobacco;  (5)  a record  U.S, 
1955  flue-cxired  crop.  On  the  negative  side,  however,  we  also  have  the  two 
factors  of  increasing  foreign  production  and  discrimination  against  imports 
of  U,S,  tobacco. 

Fats  and  Oils : Exports  of  fats  and  oils  should  continue  at  a high  level. 
Last  year  the  United  States  exported  about  lx, 2 billion  pounds  of  fats,  oils,  and 
oil  eiudvalent . 01  oilseeds  ^ This  xras  700  millirai  pounds  above  the  pverious  hiph 
of  the  preceding  year,  and  was  reflected  in  a sharp  cut  in  stocks  of  cottonseed 
oil  and  linseed  oil,  Recoi-d  exports  x/ere  made  of  edible  vegetable  oils,  soybeans 
tallow,  gi-eases,  and  butter,  I.ard  e:rports  Xirere  above  the  previous  year.  These 
level.s  of  pxporl-.s  ran  he  ex-pecfccd  'to  continue.  The  soybean  outlook  also  is 
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favorable.  Exports  this  year  probably  irill  reach  65  million  bushels^  exceeding 
the  record  level  of  60  million  bushels  last  year.  Soybean  prices  are  about  20 
percent  lower  than  ls.st  ^'■ear,  malcing  them  competitive  with  Ifanchurian  beans. 
Lard  exports  are  e::pectecl  to  exceed  650  million  pounds. 

Animal  Products : The  United  States  has  a potentially  expanding  market  not 
only  in  lard  and  tallow  but  also  in  variety  meats  (offals)  and  in  dair^’’  and 
poultry  products.  Except  for  better  cuts  of  meat,  and  quality  eggs  and  poultry, 
U,S,  prices  for  these  products  generally  are  competitive.  In  all  countries, 
however,  producers  of  animal  products  are  sensitive  to  foreign  competition,  ari 
foreign  governriient  protection  can  be  e^q^ected  to  be  an  important  limiting  factor 
in  our  export  volume. 

Fruits ; Total  fruit  exports  this  season  are  likely/-  to  exceed  those  of 
last  season,  largely  as  a result  of  favorable  demai-^.d  in  Uestern  Europe, 

Apples  will  benefit  from  reduced  European  production,  while  pear  exnorts  may 
be  no  larger  than  last  year.  LJinter  orange  exports  are  lilcely  to  be  below 
last  year  because  of  large  2’editerranean  production,  but  prospects  for  summer 
orange  exports  are  favorable.  Lemon  e:qports,  high  last  season,  are  likely  to 
remain  so,  x-rLth  little  change  in  grapefruit.  All  processed  citrus  products 
are  expected  to  continue  their  unx/ard  trend.  Canned  deciduous  fruit  exports 
are  likely  to  be  somewhat  above  last  year  due  to  increased  sales  under  local 
currency  programs.  Total  dried  fruit  exports,  principally  raisins  and  pr-unes, 
a-^e  not  expected  to  exceed  last  season  because  of  somewhat  higher  prices  in 
the  U.S,,  especially  for  primes. 

As  x-;e  see,  there  is  no  general  pat-tern  for  our  exports.  The  prospect 
for  exports  of  tobacco,  soybeans,  and  animal  fats  is  good;  the  prospect  for 
cotton  expoi’ts  not  so  go  .dj  and  the  others  fall  somexirhere  in  between. 


j^s  the  txtensioii  people  in  this  audience  Iciovx  better  thai;i  anj'one  else^ 
these  expoi't  prospects  have  real  meaninj-  for  farm  people  when  translated  into 
acres  of  crops  and  numbers  of  livestock. 

During  the  better  export  years  following  World  'War.  II,  Draerican  farmers 
had  as  many  as  ^0  million  acres  devoted  to  production  for  export.  Because  of 
declining  foreign  markets,  they  now  have  something  like  30  million  acres 
producing  for  export,  iJhen  you  work  with  farm  people  in  helping  them  figure 
out  how  to  get  along  on  fexrer  producing  acres,  you  actually  are  helpLig  them 
determine  .-how  to  face  up  to  a world  niarket  that  is  accepting  less  of  their 
comr'iodities , 

The  impact  of  vrorld  developments  on  American  agriculture  takes  on  real 
meaning  when  x-je  consider  the  proportion  of  some  of  our  corimiodities  that  in 
recent  years  have  found  a foreign  market.  Last  year  the  following  proportions 
of -our  agricultural  production  went  overseas:  VJheat,  26  percent;  cotton  and 

rice,  each  26  ;:>ercent;  grain  sorghums,  2h  percent;  tobacco,  23  percent; ^soybeans 
19  percent;  lard,  20  percent;  and .inedible  tallow  and  grease,  hh  percent. 

Another  way  to  look  at  these  export  proportions  is  in  terms  of  actual 
disappearance  — in  other  words,  eliminate  the  quantities  of  farm  products  that 
go  into  storage  aixd  consider  only  those  that  go  into  actual  use,  .Jn  the  basis 
of  actual  use,  we  find  that  exports  acgounted  for  even  greater  proportions: 
V.beat,  32  percent;  cotton,  28  percent;  tobacco,  3Q  percent;  rice,  hQ  percent; 
and  grain  sorghums,  31  percent. 

Percentages  like  these  tell  us  that  anything  happening  abroad  that  limits 
the  export  of  U.S,  farm  products  hits  American  farmers  hard  and  at  the  same  time 
has  direct  beariiig  on  plans  and  programs  of  all  of  us  who  are  in  the  business 
of  helping' -American  farmers. 


1 returned  recently  from  a trip  in  which  I visited  lii.  countries  of  EuronCj 
..frica,  and  nsia,  and  conferred  with  our  agricultural,  attaches  who  cover  25 
countries  in  those  areas,  I found  very  clear  1^^  that  agriculture,  from  the 
^mediterranean  to  the  Pacific,  is  astir  and  in  ferment.  Important  developments 
are  taking ’place  in  agricultural  production  and  consumption,  in  both  the  ' 

developed  and  underdeveloped  nations.  These  developments  are  beginning  to  change' 
trade  patteins,  and  will  have  increasingly  important  effect  in  the  years 
immediately  ahead, 

The  most  significant  changes  are  in  underdevelo ">ed  countries.  The  ecoiiomies 
of  these  countries  are  iost  agricultural.  Great  efforts  are  being  made  toward 
economic  development,  i-dth  Darticular  enphasis  -bn  agriculture.  Increased  pro- 
duction of  wheat,  rice,  cotton,  and  tobacco  is  emphasized.  These  countries  plan 
eitHef  to  consuiiie  their  increased  production  at  home  brceoroort  it  to  industrial 
countries  to  earn  foreign  e::change  to  further  accelerate  general  economic 

development,  o , : . 

' During  the  next  three  to  five  years,  we  can  expect  world  production  of 
farm  products  to  increase  faster :tl;an  peculation  and  de  .land.  International 
markets  for  wheat,  cottoii,  and  rice  are  likel^^  to  become  more  troubled  than 
at  present  as  a result  of  the  xridespread  e:.:phasis  over  the  vjorld  in  inci'easing 
production  without  re''ard  to  demand.  These  develo  i.'.ents  x-jill  e::ert  pressure 
to  restrict  exports  of  U.S.  farm  products. 

In  Europe,  ^>rhich  is  our  best  customer,  ^pvernmental  progra*  s ard  policies 
can  be  ex?:>ected  to  continue  high-level  production  of  food  grains.  It  will  be 

i 

very  difficult  to  obtain  expansion  in  cotton  markets.  There  should  be  some 
expansion  in  markets  for  feedgrains,  vegetable  oils,  animal  by-products,  tobacco^' 
and  fruit  — but  the  U.S,  sliare  mil  depend  on  .our  trading  policies,  prices,  and 
mer*chandisdi^  efforts. 
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In  the  "iiddls  nast^  today's  3xj.ating  political  ferment  focuses  public 
attention  on  agricultural  development.  It  can  be  e::pected  that  over  the  nert 
few  years,  the  Iliddle  East  will  export  i^xreas^ed^^/iourrts  of  cotton  and  possibly 
other  products , 

India's  .agriculture  continues  to  improve.  Over  the  next  10  years there  is 
good  reason  to  expect  agricultural  production  to  increase  at  a rate  greater  than 
■populaiion  growth,  Ilnless  general  economic  development  increases  consumer 
purchasing  power  sufficiently  to  absorb  the  additional  agricultural  products^ 
India  is  likely  to  become  a competitive  exporter  of  some  farm  products. 

Let  us  consider  Jap^an,^  In  19^h  Japan  was  our  best  customer  for  farm  prod- 
ucts, talcing  a total  of  1^17  iTb.llion  worth.  Because  of  an  imbalance  of  trade 
with  the  dollar  area,  howeyer^  Japan  has  a clearly  stated  policy  of  shifting  its 
imports  of  farm  products  to, those  countries  that  buy  heavily  from  her.  Also, 
Japan's,  neighbors  have  their^ eyes  on  her.  At  an  elaborate  Communist  Trade  Fair 
that  opened  October  18  , in  Tolcyo,  the  major  emphasis  was  placed  on  the  ability 
of  Manchuria  to  supply  high  quality  soybeans  to  Japan, 

In  the  woi Id  market  today,  we  face  both  problems  and  opportunities.  As  a 
basis  for  meeting  such  challenges,  the  Department  has  greatly  strengthened  its 

. f 

overseas  representation,  Me  have  increased  the  number  of  American  agricultural 

attache  posts  from  I4O  to  58*  Me  have  increased  the  number  of  agricultural 

attaches  from  55  to  8Ii.  Our  foreign  iiiarketing  specialists  are  covering  66 

countries  as  they  look  into  marketing  opportunities  and  problems  of  competition. 

He  are  trying  to  implement  our  trade  agreements  programs  to  improve  the  access 

■ r - ' • 

to  foreign  markets,  , lie  are  constantly  analyzing  world  marketing  situations  to 
provide  guides  both  to  our  own  work  and  to  U,S,  agricultural  trade*  He  are 
promoting  U.S.  agidcultural  participation  in  international  trade  fairs*  He  are 
participating  in  the  Government's  special  export  programs,  including  Public  Law 
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1;80,  Section  h02  of  Public  Law  665,  and  the  barter  program.  We  are  tald.ng  these 
and  other  actions  to  help  strengthen  the  American  farm  economy. 

But  x;e  need  to  go  even  lurther.  The  magnitude  of  the  job  requires  that 
iaore  people  work  together,  American  agriculture  must  keep  in  step  with  the 
changing  times,  and  this  i.xakes  extremely  important  the  work  that  Extension 
people  are  doing, 

American  farmers  need  to  be  aware  of  the  universal  desire  to  upgrade  diets 
— a desire  which  creates  additional  demand  for  U.S,  feeds,  edible  fats  and  oils, 
and  animal  products.  If  we  are  to  maintain  a level  of  agricultural  exports  that 
will  effectively  utilize  our  agricultui-al  resources,  we  will  need  to  export  a 
greater  variety  of  agricultural  products.  We  have  long  talked  about  the  need 
for  diversification  ol  our  agriculture;  not  it's  tii.ie  to  talk  about  diversi- 
fication of  our  exports. 

We  must  export  more  specialtj^  products  in  which  we  sell  not  only  the 
product  but  also  our  superior  teclinology  that  goes  into  it.  There  is  opportunity 
for  selling  semi-processed  products  that  the  xTOrld  needs  but  is  not  well 
acquainted  with  — new  dairy  products,  nexo  poultry  products,  new  meat  products. 
Products  such  as  these  represent  nex;  marketing  opportunities.  With  the  X\rorld's 
agriculture  changing,  xje  need  to  be  alert  to  develop  such  opportunities.  And 
we  must  xjork  together  in  their  develop  .lent  — people  from  the  state  colleges, 
we  in  the  Department  of  Agriculture,  and  our  friends  in  industry  and  trade, 

I am  firmly  convinced  that  American  agriculture  has  op- jortunit;’-  to  retain 
and  strengthen  its  place..-iiw.  the  xjorld  :.xarket.  In  so  doing,  hox-iever,  xre  must 

j JO  mfHHym  s n I 

look  ahead  and  take  acjvantage  of  our  new  oppcrtunities. 
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‘ Demand  for  Eggs  and  Poultry  1/ 
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A great  deal  is  said  about  the  demand  for  eggs  and  poultry,  but 
actually  little  is  known  about  the  demand  for  these  products.  In  fact, 
much  misunderstanding  arises  over  the  semantics  of  demand.  How  is  demand 
defined?  What  is  a changed  demand? 

To  help  extension  workers  reply  to  questions  about  the  demand  for 
eggs  and  poultry,  a brief  definitional  framework  of  demand  is  presented, 
followed  by  a discussion  of-  the  several  indicators  of  demand  available 
for  these  commodities.  Indicators  that  relate  to  demand  can  be  obtained 
by  examining;  (l)  movements  over  time  in  the  variables  that  affect  the 
demand  for  poultry  and  eggs  and  quantifying  the  relationships  by  statisti- 
cal analysis  (time  series  analysis);  (2)  results  of  consumer  expenditure 
surveys  (cross-section  analysis);  and  (3)  studies  of  consumer  preferences 
and  household  practices. 

, Definitional  framework  - Consumers  are  generally  willing  to  take 
more  of  a commodity  at  lower  prices  than  at  higher  prices.  Based  on  this 
fact,  economists  have  formalized  (l)  the  concept  of  a demand  curve  and 
(2)  the  measurement  known  as  the  "elasticity  of  demand"--the  percentage 
change  in  consumption  that  accompanies  a given  percentage^; change  in  price. 
The  demand  curve,  which  may  be  a straight  line,  shows  quantities  that 
consumers  are  willing  to  buy  at  various  prices.  The  slope,  or  relative 
steepness  of  the  curve,  indicates  the  degree  of  elasticity  of  demand  with 
respect  to  price.  Demand  is  considered  to  be  relatively  elastic  if  the 
consumer  adjusts  the  quantity  demanded  more  than  proportionally  to  changes 
in  price  so  that  total  value  increases  as  supply  increases.  If  the  con- 
sumer responds  so  that  total  value  decreases  with  an  increase  in  supply, 
demand  is  said  to  be  relatively  inelastic.  Finally,  if  the  consumer  makes 
proportional  adjustments  so  that  total  value  remains  unchanged  regardless 
of  the  level  of  supply,  we  say  that  demand  is  of  uinit  elasticity. 

Time  series  analysis  Results  of  statistical  analyses  made  so  far 
using  time  series  data  to  measure  the  elasticity  of  demand  for  poultry 
products  are  not  completely"  satisfactory.  However,  the  demand  for  eggs 
appears  to  be  relatively  inelastic;  that  for  all  chickens  appears  to  be 
slightly  elastic;  and  the  elasticity  of  demand  for  turkeys  probably  is 
close  to  unity. 


Elasticities  of  d^nand,  based  on  time  series  data,  from  several 
different  studies  for  eggs,  chickens,  and  turkeys  are  presented  in  table  1. 
Where  price  was  used  as  the  dependent  variable,  an  algebraic  transformation 
was  made  to  derive  the  elasticity  coefficients. 


l/  Prepared  by  Martin  J.  Gerra  for  the  33rd  Annual  Agricultural  Outlook 
Conference,  November  28-December  1,  195^,  Washington,  D.  C. 
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Table  1.-  Eggs  and  poultry:  Selected  factors  affecting  demand United  States 
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(J  ) Fox,  Karl  A.  The  Analysis  of  Demand  for  Farm  Products,  U.S.  Dept.  Agr.  Tech.  Bu3..  108l,  1953. 

George  G.  Econometric  Analysis  of  the  Demand  and  Supply  (Relationships  for  Eggs.  Conn.  Agr.  Expt.  Sta.  Bui 

(3)  Wordin,  J.  A.,  Judge,  G.  G.,  and  Wahby,  Omar.  Application  of -Econometric  Prooedures  to  the  Demands  for  AgrlcuJ- 
turol  Pi'oducts.  Iowa  Agr.  Expt,  Sta.  Research  Bul.-^UlQ^  195if«,  • ii 
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The  elasticity  coefficient  pit’s  .or  cainua  its  stsiaiiArtl  error  lojli-' 
cates  a range  which  for  two  samples  out  of 'three  includes  the  true 
universe  value,  provided  certain  statistical  conditions  are  met  hy  the 
initial  data.  Because  the  studies  are-  of  necessity  haaed  on  sample 
data,  random  fluctuations  arise  due  to  sempling-'ivariabllity.  Results, 
therefore,  must  he  iuterpreted  within  error  ranges.  For  example,  in  the 
1921-^i  least  squares  study  of  eggs  by  Judge he  change  in  per  capita 
egg  consumption  associated  with  a 10  percent  Inverse  charige  in  the 
retail  price  is,  on  the  average,  5-. 3 percent.  However,  associated  with 
the  5*3  is  a standard  error  equivalent  to  0.9.  When  allowance  is  made 
for  this,  the  analyst  can  state  that  the  change  in  consumption  asso- 
ciated with  a 10  percent  change  in  price  will,  on  the  average,  fall 
in  the  range  4.4  to  6.2  percent.  The  probability  of  this  being  a true 
statement  is  two-thirds.  Statements  that  are  correct  95  percent  of 
the  time  can  be  made  by  using  twice  the  standard  error  in  computing 
the  range. 

The  whole  demand  curve  can  shift  up  and  down,  or  ;to  the  left  or 
right.  This  is  referred  to  as  a "shift"  in  demand  or  a change  in  its 
level.  The  level  of  demand  for  eggs  is  influenced  by ^the  size  of  the 
population,  consumer  income,  supplies  and  prices  of  competing  commod- 
ities, and  consumer  tastes  and  preferences.  ■■  Population  can  be  allowed 
for  by  expressing  the  variables  in  terms  of  units  per  capita.  Dis- 
posable income  per  capita  can  be  introduced  in  each  equation  as  a demand 
shifter c The  percentage  change  in  consumption  that  normally  accompanies 
a given  percentage  change  in  income  is  referred  to  as  the  elasticity  of 
demand  with  respect  to  income.  If  disposable  income  per  person  in- 
creases 10  percent,  per  capita  egg  consumption,  on  the  average,  rises 
about  half  as  much,  with  any  given  level  of  prices.  For  chickens  and 
turkeys,  an  increase  in  income  of  10  percent  results  in  about  an  equal 
percentage  increase  in  consumption.  All  of  these  relationships  should, 
of  course,  be  stated  in  a range  that  allows  for  the  applicable  standard 
errors.  The  apparent  effects  of  substitute  commodities  are  not  shown 
in  table  1,  although  statistically  significant  competitive  relation- 
ships were  obtained  by  Pox  (l)  between  chickens  and  other  meat  items 
and  (2)  between  turkeys  and  chickens.  Certainly  we  know  from  exper- 
ience that  the  relative  price  of  chicken  and  other  meats  influences 
the  housewife  when  doing  the  family  shopping.  And  if  the  price  of 
turkeys  is  too  high  relative  to  prices  of  chicken  (or  other  meats  as 
well),  she  might  be  tempted  to  sacrifice  holiday  tradition. 

The  important  observation  to  be  drawn  from  these  analyses  is 
that,  with  an  Inelastic  demand  for  eggs,  larger  supplies  can  be 
moved  into  consumption  channels  only  by  a reduction  in  price  that 
more  than  offsets  the  increased  quantity  taken  by  consumers.  For 
chickens, , increased  supplies  probably  do  not  depress  price  to  the 
extent  that  total  value  (price  x quantity)  fells.  Rather,  value  in- 
creases somewhat  because  demand  is  elastic.  ’Value  remains  approxi- 
mately unchanged  when  demand  la  constant,  l.e.,  the  situation  for 
turkeys. 


- 4 - 


CroBS-sei^ ti on  arialysis  - Tiie  use  of  data  fx'om  consumer  expenditure 
Burve^'o  to  examine  aspects  of  demand,  generally  called  cross-section 
analysis.  Is  similar  to  cutting  into  a moving  psnorama  of  the  factors  in- 
fluencing demand  and  studying  them  at  one  instant  of  time.  Income,  popu- 
lation, price,  taste  preferences^  and  other  demand  factors  are  considered 
to  he  fixed  in  cross-section  analysis.  It  is  not  necessary,  therefore, 
to  explain  their  movements  as  itjis  for  time  series  analysis.  In  addition, 
information  on  other  factors  affecting  food  consumption,  such  as  size  of 
family,  occupation,  race,  nationality,  and  regional  location  often  are 
obtained. 

The  upper  section  of  table  2 shows  consumption  and  money  value  of 
eggs,  poultry  meat,  meat  other  than  poultry,  cheese,  and  fish  for  a single 
week  in  1948,  by  income  groups,  for  urban  housekeeping  families  of  2 or 
more  people.  The  data  are  from  the.  1948  survey  of  food  consumption  of 
urban  families  conducted  by  the  Department  of  Agriculture.  Meat  other  than 
poultry,  cheese,  andy  fish  are  included  because  they  compete  more  closely 
with  eggs  and  poviJ.try  meat  in  consimiers ' food  budgets  than  do  other  food 
items.  The  lower  section  of  table  2 shows  the  data  on  a per  person  basis 
to  adjust  for  differenceein  family  size  associated  with  level  of  income. 
Because  households  with  higher  incomes  tend  to  include  a greater  number  of 
people  per  household  than  do  lower  income  households,  relationships  between 
money  value,  consumption,  and  income  should  properly  be  examined  on  a per 
person  basis.  For  example,  families  in  the  $7,500  and  over  category  used 
65  percent  more  eggs  per  family  than  families  in  the  under  $1,0C0  category, 
but  less  than  10  percent  more  on  a per  person  basis. 

If  regression  lines  are  fitted  to  the  observations  for  quantity  and 
money  value  per  person,  so  that  each  of  these  is  expressed'  as  a function 
of  family  income,  the  results  listed  in  table  3 are  obtained.  Based  on 
consumption  per  person,  eggs,  poultry  meat,  meat  other  than  poultry,  and 
fish  used  showed  little  increase  with  a given  rise  in  income,  while  cheese 
consumption  increased  about  0.2  percent  with  a 1-percent  Increase  in  income. 
However,  when  the  data  for  money  value  are  examined  for  relationships  with 
income,  eggs  and  poultry  meat  still  showed  very  little  increase  with  in- 
creased income,  but  meats  other  than  poultry,  cheese,  and  fish  showed 
increases  of  about  0.2  percent  with  a 1-percent  increase  in  income. 

Greater  variation  between  income  groups,  than  for  eggs  and  poultry 
meat,  in  the  average  price  per  potind  paid  for  meats_ other  than  poultry  and 
for  fish  appears  to  account  for  money  value-income 'relationships  signifi- 
cahtly  higher  than  quantity-income  relationships  for  these  items.  As  income 
rises,  consumers  probably  tend  to  buy  higher  grade  meat  and  the  more  choice 
' cuts  of  meat.  Much  of,  the  fish  in  the  lower  income  brackets  may  have  been 
■ obtained  without  a money  expenditure,  while  purchases  by  -the  highest  income 
bracket  probably  include  a much  greater  proportion  of  more  expensive  fish 
and  shellfish.  For  cheese,  however,  average  price  per  pound,  by  income 
class,  falls  slightly  as  income  rises,  except  for  the  $7,500  and  over  class. 
Therefore,  the  elasticity  of  money  value  with  relation  to  income  for  cheese 
is  about  the  same  as  the  consumption-income  relationship.  It  is  hard  to 
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Table  j-*  Sel^ct^d  foods  consumed  at  home:  Percentage  change'  in  consump- 
tion and  money,' value  per  person  associated  with  a i-percent  change  in 
jfDcpme  and  related  statistical  coefficients  ly'  • 


1 

Based 

on  consxmipticn 

Based 

on  money 

value 

Item 

Coef- 

Coef- 

1 1 

ficient  of: 

Ilet 

Standeird 

ficient  of 

Net 

; Standard 

determi-  : 

effect 

: error 

determi- 

effect 

: error 

nation  : 

nation 

, 1 

« O’- 

Percent 

Percent 

Percent 

Percent 

Eggs 

0.35 

0.03 

0.02  •' 

0.72 

0.07 

0.02  y 

Meat: 

Z.'. 

Poultry 

.01 

.03 

.11 

.06 

:o6 

.11  i 

Other 

> .92 

. . .08 

.01 

.99 

.20 

.019 

Cheese 

.90 

.21 

.03- 

....  .95 

. .19 

.021 

Fish 

.24 

.04 

.03' 

.86 

.24 

•0^.  ? 

1/  Computed  by  a least  squares  analysis  from  data  in  the  lower  section  of 
table  2 converted  to  logarithms. 


I 'U  Or; 


!/:> 


Table  h.~  Eggs  consumed  at  home:  Average  consumption  per  person  arid 
expenditures  per  household  in  a week,  by  income  group 
and  child  status^  April- June  1948 


Consumption  per  person 


Expend! tur-^s  per 


Income 

class 

in  household  with-  : 

household  with- 

Children 

' No  children 

Children 

' No  children 

Dozen 

Dozen 

Dollars 

Dollars 

Under  2,000 

U.38 

. 0.52, 

0 .-  ^0 

0.74 

2,000  - 2,999 

■ .46 

1.10 

.77 

3,000  - 3,999 

• 51 

.60 

14/25 

.94 

4,000  - 4,999 

.51 

.68 

i4'23 

.94 

5,000  - 7,499 

.55 

.58 

•ih28 

.89 

7,500  and  over 

.58 

1.68 

1.09 

ly  Urban  housekeeping  families  of ■ 2- or  more  persons  in  the  United  States. 

Clark,  Faith,  Murray,  Janet,  W^tssy' Gertrude  S.,  and  Grossman,  Evelyn. 
Food  Consumption  of  Urban  Families; in  the"  United  States.  U.  S.  Dept.  Agr. 
Agr.  Inf.,  Bui.  132.  195^ • i , 


explain  i;,jae  decrease  in  the  average  price  of  cheese  throughout  the  income 
ranges uhlehs  :■  lower  income  groups  purchase  cheese  which  is  relatively 
inexpensive  as  a single  purchase  but  which  on  a pound-equivalent  basis  is 
expensive,  while  taste  preferences  and  dietary  habits  in  the  higher  income 
groups  may  include  a relatively  inexpensive  cheese  such  as  cottage  cheese. 

An  additional  factor  to  be  considered  as  influencing  the  demand 
for  eggs  and  poultry  is; whether  a family  has  children.  Consumption  per 
person  and  expenditures  per  household  for  eggs,  by  income  cla^s,  show  more 
of  an  increase,  as  income  rises,  for  families  with  children  than  for  fam- 
ilies with  no  children  (table  4) . Therefore,  the  elasticities  of  demand 
with  respect  to  income  and  of  expenditures  per  household  with  respect  to 
income  probably  are  greater  for  families  with  children  than  for  families 
with  no  children. 

The  19^8  urban  food  consimipticn  survey,  also  provides  information  on 
the  proportion  of  families,  by  income  groups,'  using  eggs  and  poultry  in  a 
week.  Table  5 compares  the  19^8  data  with  comparable  data  for  19^2.  Prac- 
tically all  families  used  eggs  during  the  week  covered  by  the  report  in 
both  1942  and  1948,  whereas  less  than  half  of  the  families  reported  using 
poultry  meat,  l/  The  increase  from  1942  in  the.  number  of  families  using 
poultry,  especially  for  low  income  groups,  was  large.  However,  the  average 
quantity  consumed  by  households  using  poultry  meat  was  about  the  same  in 
the  two  periods.  The  decline  in  consumption  of  poultry  neat  by  the  upper 
third  income  group  may  reflect  higher  incomes  in  1948  and,  therefore,  a 
greater  use  of  meat  ether  than  poultry.  To  make  a strictly  valid  compari- 
son, hovrever,  allowance  would  need  to  be  made  for  relative  prices  in  the 
two  periods. 

Consumer  preference  studies  and  household  practices  - Perhaps  tastes 
and  preferences  have  as  important  an  influence  on  the  demand  for  eggs  and 
poultry  as  prices  and  income.  However,  because  changes  in  tastes  and  pre- 
ferences generally  occur  more  slowly  than  fluctuations  in  prices  and  income, 
their  effects  on  demand  are  difficult  to  measure.  Studies  of  consumer 
preferences  and  household  practices,  nevertheless,  aid  in  understanding 
the  market  that  exists  for  poultry  and  eggs,  and  such  :studies  may  suggest 
ways  for  influencing  demand. 

The  factors  which  housewives  consider  of  primary  importance  when 
purchasing  eggs  appear  to  be  quality,  grade*  and  freshness,  although,  as 
table  6 shows,  price  and  size  also  are  important.  The  relatively  minor 
importance  of  price  indicated  by  the  data  i^  table  6 may  reflect  situations 
in  which  the  quantity  purchased  is  largely  ir^luenced  by  price  and  income, 
but,  once  a purchase  has  been  decided  upon,  quality  and  othor  associated 
factors  become  more  important. 


1/  As  per  capita  consumption  figures  show  that,  on  the  average,  almost 
one -half  pound  of  poultry  meat  is  consumed  every  other  week,  the  implica- 
tion should  not  be  made  that  half  of  the  families  in  the  United  States 
do  not  eat  poultry  meat  at  any  time. 


Table  5 - - Eggs  and  Poultry : Percentage  of  households  using  and  average  consumption  per  nousehold  usittg 

by  income  tercilee,  in  a week,  spring  19^2  and  19^8  \j 
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Table  6.~  Eggs:  Percentage  of  housewives  considering  specified  factors  of  primary 

importance  when  purchasing,  selected  cities 
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Becaiise  the  evaluation  of  quality  by  housewives  is  a subjective 
coneepc^  it  is  important  to  know  how  housewives  make  this  evaluation  in 
order  to  supply  them  with  the  product  demanded.  A summary  of  studies  on 
consumer  preferences  indicates  some  general  notions  in  consumers'  minds 
on  what  constitutes  quality.  Principally,  external  appearance,  source  of 
supply,  and  appearance,  taste,  and  odor  after  breaking  out,  as  well  as 
shaking  the  egg  and  other  vague  notions,  were  reported  by  housewives  as 
quality  considerations.  Results  of  several  surveys  show  that  consumers 
generally  select  AA  or  A grade  eggs  as  the  type  they  prefer,  and  that 
they  can  give  a good  reason  for  this  preference. 

The  importance  of  quality  considerations  by  consumers,  however  sub- 
jective, has  led  to  emphasis  on  the  production  of  high-quality  eggs. 

However,  as  the  production  of  high-quality  eggs  increases  the  cost  of 
production,  the  question  arises  whether  consumers  will  pay  sufficiently 
more  for  the  extra  quality  eggs  to  cover  the  added  cost  of  production. 
Consumer  preference  studies  indicate  that  consumers  are  willing  to  pay  a 
premium  for  what  they  consider  high-quality  eggs.  Fiirther  research  is 
needed  to  indicate  whether  this  premium  will  continue  to  cover  the  added 
cost  if  a substantially  larger  proportion  of  eggs  marketed  are  of  high 
quality. 

Consumer  preference  studies  can  be  used  in  a similar  way  to  evaluate 
the  aspects  of  demand  for  poultry  relating  to  tastes  and  preferences. 

Information  on  household  practices  also  offers  additional  insights 
into  demand.  Results  from  one  such  survey  covering  2 cities  are  listed 
in  table  7«  Almost  all  households  used  eggs  for  table  use  in  the  two 
cities,  indicating  that  the  elasticity  of  demand  for  table  use  probably 
is  inelastic,  particularly  as  recent  per  capita  consumption  figures  show 
that,  on  the  average,  we  are  eating  more  than  an  egg  a day  in  shell  form. 

A large  increase,  perhaps,  could  be  made  in  the  use  of  eggs  in  batters  and 
doughs  and  in  other  food  preparations.  As  the  quantity  of  a product  used 
by  a consumer  increases,  its  demand  tends  to  become  inelastic.  If  produc- 
tion in  such  cases  continues  to  increase,  severe  price  and  income  decreases 
to  producers  can  be  avoided  only  by  finding  additional  uses  for  that  output. 


Table  7.-  Eggs:  Percentage  of  households  using  and  percentage  used,  by  use  and  income  class 

Birmingham  and  Indianapolis,  spring  1953 
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"^CURRENT  PROBLEMS  OF  ECONOMIC  POLICY"' 

Remarks  of  Dr.  Grover  W.  j^nsley.  Staff  Director 
Joint  Committee  on  the  Economic  Report,  U.  S.  Congress  */ 

Before  the  ” 

Thirty- Third  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C. 

November  28,  1955 


Economic  growth  is  the  current  theme  of  association  meetings,  of 
most  financial  statements,  of  nearly  all  economic  reports,  and  certainly  of 
every  political  platform:  Fortunately,  most  of  today's  economic  problems 
emerge  from,  or  are  spotlighted  by,  buoyant  prosperity  at  home  and  abroad 
and  the  optimistic  economic  outlook  for  the  years  immediately  ahead.  This 
is  welcome  contrast  to  the  distressing  problems  posed  by  recession  or  worsen- 
ing international  conditions. 

Although  a $400  billion  national  economy  is  clearly  in  sight,  few 
expect  the  economy  to  expand  real  output  7 per  cent  during  the  next  year  as 
it  has  during  the  past  year.  Today  unemployment  and  unused  Industrial 
capacity  are  near  an  irreducible  minimum  as  compared  with  a year  ago.  Like- 
wise, the  participation  rate  of  the  population  in  the  labor  force  is  rela- 
tively high.  The  challenge  for  the  coming  year,  therefore,  is  for  economic 
activity  to  adjust  to  a sustainable  rate  of  long-term  growth,  roughly  one- 
half  that  of  the  past  year,  a rate  consistent  with  rising  productivity  and 
the  normal  growth  in  the  labor  force.  In  the  first  instance,  private  and 

*/  The  views  expressed  are  those  of  the  speaker  and  do  not  necessarily 
represent  the  views  of  the  Joint  Econcmiic  Committee  or  individual  members 
of  that  Committee. 
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public  programs  must  provide  the  restraint  needed  to  prevent  the  current  pros- 
perity from  developing  into  inflationary  boom  with  the  possibility  of  a sub- 
sequent bust.  The  Federal  government  must  pursue  consistent  fiscal  and 
monetary  policies.  In  the  second  place,  the  Federal  government,  in  cooperation 
with  others,  must  develop  programs  which  will  permit  and  encourage  Improvement 
in  the  segments  of  the  economy  which  have  failed  to  keep  pace  with  the  general 
advance . 

I have  selected  for  discussion  today  four  major  problem  areas  which 
are  closely  related  to  the  stability  and  growth  objectives  of  the  Employment 
Act  of  19^6.  They  are,  first.  Federal  fiscal  problems;  second,  monetary  and 
credit  problems;  third,  problems  of  agriculture;  and  foxirth,  problems  of  low- 
income  families  and  chronically  depressed  areas. 

Fed|ral  Fiscal  Problems 

A balanced  Federal  budget  for  the  current  fiscal  year  ending  June 
30,  1956  now  seems  probable.  The  Review  of  the  19 Budget,  issued  last 
August  by  the  Executive  Office  of  the  President,  estimated  Federal  expenditures 
at  $63.8  billion,  receipts  at  $62.1  billion,  and  the  administrative  deficit  at 
$1.7  billion.  Expenditures  may  be  higher  than  this  estimate  both  because  of 
the  difficulty  of  holding  defense  outlays  to  the  goal  of  $3!+  billion,  and 
because  prices  of  goods  and  services  the  Government  buys  are  rising. 

On  the  other  hand,  the  August  estimate  of  receipts,  although  $2,1 
billion  higher  than  estimated  by  the  President  last  January,  is  still  low.  It 
looks  now  as  though  Federal  revenue  this  fiscal  year  could  be  sufficiently 
higher  than  estimated  by  the  Treasiory  last  August  to  wipe  out  the  then  estimated 
administrative  budget  deficit,  and  to  result  in  a moderate  cash  surplus. 


3. 


Prospects  for  budget  surpluses  in  the  fiscal  years  inmediately 
ahead  are  also  good,  even  though  it  seems  unlikely  that  total  Federal  ex- 
penditures can  be  reduced  from  current  levels.  Present  spending  for  defense 
is  close  to  the  maintenance  level,  but  non-defense  spending  will  rise  moder- 
ately on  the  basis  of  present  programs . 

At  present  tax  rates.  Federal  receipts  will  rise  if  the  economy 
continues  to  expand.  Longer-run  projections  at  high  levels  of  production 
and  employment  suggest  that  the  rise  in  Federal  tax  receipts  should  be 
appreciably  greater  than  expenditure  changes  on  the  basis  of  present  programs. 
Favorable  economic  conditions  should  result,  therefore,  in  a budget  surplus 
in  fiscal  1957  and  the  years  immediately  ahead. 

This  prospect  poses  important  questions  of  fiscal  policy.  Should 
a prospective  budget  surplus  be  regarded  as  the  occasion  for  deliberate 
changes  in  Federal  tax  or  expenditure  programs?  What  priority  should  be 
given  to  reducing  taxes  as  compared  with  reducing  the  national  debt,  or  with 
expanding  Federal  financial  support  for  education,  health,  highways,  and 
similar  programs? 

Economists  pretty  much  agree  today  on  Federal  budgetary  goals . 

Only  a few  still  insist  on  trying  to  balance  the  budget  every  year.  Most 
are  guided  by  general  economic  conditions  and  the  position  of  the  combined 
budgets  of  business,  consumers,  and  all  governments.  Put  another  way,  the 
objective  now  is  to  balance  the  Nation's  economic  budget  at  high  levels  of 
employment  and  production  and  at  stable  prices . 

If  fiscal  policy  for  the  coming  year  is  to  be  based  on  the  need  for 
price  stability  and  sustainable  high  levels  of  employment  and  production,  com- 
mitmenta  to  reduce  Federal  receipts  should  be  deferred  until  the  economic  outlook 
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for  the  coming  year  is  clearer,  even  though  we  may  now  reasonably  forecast 
balance  or  even  surplus  in  the  Federal  budget  because  of  the  momentum  of 
the  current  prosperity.  The  emergence  of  a surplus  in  the  coming  year  should 
not  lead  necessarily  to  the  conclusion  that  it  automatically  justifies  tax 
reduction. 

Application  of  the  surplus  to  reducing  the  $279  billion  Federal 
debt  might  hold  a higher  priority  from  the  standpoint  of  maintaining  economic 
stability.  In  the  face  of  a booming  economy  a tax  cut  next  year  would  be 
inflationary.  Of  course,  the  economic  outlook  may  change  as  the  months  pass. 

In  this  event,  the  Congress  should  move  quickly  to  provide  revenue  adjust- 
ments appropriate  to  the  needs  of  the  economy. 

We  would  do  well  to  study  the  recent  experience  of  Great  Britain. 

Last  April,  just  before  a general  election,  the  British  government  prematurely 
cut  Income  taxes  across  the  board,  and  took  many  persons  off  the  tax  rolls. 

The  ensuing  inflation  has  now  resulted  in  significant  increases  in  sales 
taxes  to  absorb  excess  purchasing  power. 

At  the  same  time,  we  should  recognize  that  applying  a budget  surplus 
to  immediate  tax  reduction  may  further  postpone  Federal  expend! txires  designed 
to  meet  the  needs  of  our  rapidly  growing  population  and  oxor  expanding  economy. 
In  their  preoccupation  and  concern  over  maintaining  aggregate  national  demand 
for  Ifull  employment  and  for  defense,  economists  have  given  too  little  attention 
in  recent  years  to  government  programs  needed  to  enable  the  economy  to  in- 
crease its  long-term  rate  of  growth.  Expenditxires  for  education,  health,  high- 
ways . and  the  like  have  been  low  in  recent  years  relative  to  the  growth  of  the 
Nation's  population,  production,  and  income. 
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The  lack  of  a real  school  program  to  match  our  economic,  military 
sec'ority,  and  ct^ltural  needs,  for  example,  has  been  characterized  a national 
disgrace.  We  need  to  expand  educational  opportunities  for  everyone;  and 
more  particularly  for  children  in  rural  and  other  areas  where  opportunities 
now  are  helov  the  national  average.  The  recent  Joint  Economic  Committee  hearings 
on  automation  were  convincing  that  we  need  more  scientists,  mathematicians, 
and  skilled  people  to  conceive,  operate,  maintain  and  improve  our  modern 
technology.  We  need  more  and  better  education  in  the  humanities  and  the 
social  sciences  to  make  us  better  citizens  in  a free  world,  and  to  prepare  us 
to  make  more  satisfactory  use  of  the  Increased  leisure  time  made  possible  by 
technological  advance.  Many  must  be  reeducated  to  modern  and  new  ways  of 
working  and  living.  High  hopes  are  held  that  the  White  House  Conference  on 
Education,  meeting  this  week,  will  come  forth  with  a positive  educational 
program  for  the  Congress  and  the  Nation. 

Caution  with  respect  to  reducing  total  Federal  receipts,  of  course, 
does  not  preclude  giving  serious  consideration  to  changes  in  the  Federal  tax 
structure  including,  perhaps,  shifts  in  the  distribution  of  the  tax  load. 

The  tax  structure  contains  discriminations  and  inequities  which  call  for 
correction.  The  possibility  that  changes  may  be  needed  to  insure  balanced 
growth  in  the  economy  should  also  be  a matter  of  continuing  concern.  One 
week  from  today  the  Subcommittee  on  Tax  Policy  of  the  Joint  Economic  Committee, 
under  the  Chairmanship  of  Representative  Mills,  will  begin  extensive  hearings 
On  the  relation  of  Federal  taxes  and  tax  policy  to  economic  growth  and 
stahllity.  We  believe  this  will  be  the  most  thoro\igh  study  of  the  economics 
of  our  tax  system  and  tax  policy  ever  undertaken.  From  this  inquiry  there 
should  emerge  fresh  insights  into  the  major  directions  which  tax  policy  should 
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follow  to  meet  the  Nation's  growth  requirements. 

It  should  he  emphasized  that  possibilities  for  Federal  tax  rate 
reductions  during  the  next  decade  are  good.  International  conditions  and 
economic  trends,  of  course,  hold  the  key.  If  the  world  political  situation 
does  not  worsen,  and  if  we  continue  economic  growth  and  maintain  a stable  price 
level,  we  would  anticipate  reduction  in  taxes  of  "perhaps  15  to  20  per  cent 

below  the  hypothetical  yield  that  could  be  exnected  from  present  Federal  tax 

1/ 

rates  at  levels  of  output  and  incomes  estimated  for  I965." 

Monetary  and  Credit  Problems 

Let  us  turn  now  to  current  monetary  and  credit  problems , Monetary 
policy  in  recent  years  has  regained  much  of  its  former  prestige.  Flexibly 
used,  it  can  help  dampen  excessive  demand  for  goods  and  services  in  booms, 
and  it  can  encourage  economic  expansion  during  periods  of  recession.  Since 
the  fall  of  195^,  with  the  economy  experiencing  one  of  history's  most  rapid 
advances  from  a recession,  the  Federal  Reserve  System  has  moved  in  the  direc- 
tion of  restraint.  It  has  taken  a series  of  steps,  including  raising  the 
discount  rate  from  I-I/2  per  cent  last  spring  to  2-1/2  per  cent  ten  days  ago. 
Open  market  operations  have  been  conducted  with  the  same  objective  of  exercis- 
ing restraint.  The  down  payment  provisions  and  other  terms  of  the  FHA-VA 
programs  were  tightened  in  July, 

The  policy  of  general  credit  restraint  is  being  continued  unabated. 
Vfhile  the  overall  stabilizing  effects  are  desirable,  important  economic 

1/  For  projections,  see  Potential  Economic  Growth  of  the  United  States  During 
the  Next  Decade,  Materials  prepared  for'~^he  Joint  Committee  on  the  Economic 
Report  by  the  Committee  staff,  Coranittee  Print,  October  195^  • 
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problems  result  none  the  less.  Residential  construction  is  feeling  the  pinch, 
and  even  though  financing  terms  are  relaxed,  housing  starts  will  fall  unless 
a relatively  large  volume  of  credit  is  made  available.  Interest  costs  are 
rising,  which  directly  intensifies  the  agricultural  cost-price  squeeze.  We 
would  hope  that  these  credit  restraints  woiild  merely  postpone  expenditures  to 
a later  time  when  they  could  be  made  without  pushing  up  prices.  But  part  of 
the  effect  of  restraint  on  expenditures  may  be  felt  later.  The  lags  which 
occur  may  result  in  reduced  spending  by  State  and  local  governments,  by 
private  business  for  plant  and  equipment  and  inventories,  end  by  potential 
home  owners  not  only  now,  when  perhaps  justified,  but  later  when  they  may  be 
needed  to  sustain  economic  growth.  Present  indications  of  plans  for  high  and 
rising  levels  of  expenditures  for  plant  and  equipment  and  non-residential 
construction  in  195^  suggest  that  these  groups  have  not  felt  undue  restraint 
as  yet  from  monetary  policy,  even  though  the  effect  may  become  apparent  later 
in  1956. 

There  is  perhaps  a tendency  today  to  place  too  much  confidence  on 
monetary  policy  alone  as  an  effective  stabilizer,  forgetting  .L.that  it  is  not 
a perfect  or  complete  tool  in  itself  but  only  one  of  several.  While  it  has 
slowed,  it  certainly  has  not  stopped  the  rise  in  industrial  prices  during 
recent  months.  A ground  swell  of  consumer  and  business  expansion  can  be 
only  tempered  by  monetary  policy.  If  monetary  restraint  tries  to  carry  too 
big  a load  it  can  interfere  with  a sustainable  rate  of  growth  or  the  achieve- 
ment of  other  national  objectives. 

Thus,  monetary  authorities  have  the  delicate  task  of  maintaining 
just  the  right  balance  and  of  detecting  quickly  signs  that  restraint  is 
becoming  excessive.  They  must  be  prepared  to  reverse  policy  before  the 
economy’s  growth  is  checked  and  unemployment  created.  Monetary  i>o3-icy  shouM 
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be  used  jointly  and  consistently  with  other  government  programs.  It  would 
seem  inconsistent,  for  example,  to  pursue  a restrictive  general  credit  policy 
with  rising  Interest  rates  and  at  the  same  time  legislate  general  tax  cuts 
on  the  grounds  that  the  economy  needed  stimulation. 

Problems  of  Agriculture 

It  may  be  presumptuous  for  me  at  this  particular  forum  to  touch  on 
the  cvirrent  farm  question.  Yet  how  can  it  be  ignored  within  the  context  of 
the  subject  assigned  me?  Current  trends  in  American  agriculture  \andoubtedly 
rank  as  the  nxamber  one  domestic  economic  problem. 

Most  industries  since  World  War  II  have  been  relieved  of  the 
problems  of  excess  capacity  that  plagued  them  during  the  late  1920 's  and 
throughout  the  1930 's.  Agriculture,  however,  still  faces  the  problem  of 
excess  capacity  and  mounting  surpluses.  Production  volume  this  year  is 
nearly  50  per  cent  above  pre-war.  Advancing  productivity  has  given  us  this 
output  on  approximately  the  same  number  of  acres,  with  about  20  per  cent 
fewer  farm  units  and  with  some  30  per  cent  fewer  farm  workers . Even  if 
markets  are  expanded  and  other  outlets  utilized,  further  adjustments  of  farm 
operations  appear  needed  to  enable  farmers  to  participate  fully  in  the  bene- 
fits resulting  from  rising  national  income. 

Agriculture  has  received  a declining  share  of  national  income  during 
recent  years,  both  absolutely  and  relatively.  Average  net  income  per  capita 
of  the  farm  popu3.etion  from  agriculture  declined  about  6 per  cent  from  1952- - 
when  the  parity  ratio  stood  at  100--to  195^*  If  income  from  all  sources  is 
Included,  the  decline  has  been  about  h per  cent.  With  aggregate  realized 
,iet  farm  in-'ome  declining  10  per  cent  this  year  the  per  capita  situation,  of 


9.  /*' 

course,  has  worsened  considerably  further.  Other  segments  of  the  economy  have 
registered  real  gains  on  whatever  basis  you  wish  to  calculate  them  during 
this  same  period.  Indications  are  that  this  adverse  trend  in  the  farm  sector 
which  started  under  previous  programs  will  continue  if  left  to  present  pro- 
grams until  the  day  the  huge  surpluses  are  somehow  disposed  of  and  the  Nation's 
population  and  demand  grow  to  match  our  productive  capacity. 

Probably  the  most  disturbing  current  fact  which  reflects  the  prob- 
lems of  agriculture  is  the  disparity  of  price  movements- -the  prices  of  things 
the  farmer  and  all  of  us  have  to  buy,  on  the  one  hand,  and  the  prices  of 
products  the  farmer  has  to  sell  on  the  other.  Had  farm  prices  not  been  de- 
clining in  recent  months  we  would  be  experiencing  an  alarming  rise  in  general 
price  indices.  Wholesale  prices  of  other  than  farm  products  and  foods  have 
advanced  3 psr  cent  in  the  past  k months  while,  in  the  same  index,  the  price 
of  farm  products  declined  J.2  per  cent,  and  processed  foods  declined  k.'f  per 
cent.  We  can  claim  general  price  stability  only  because  of  falling  farm 
prices . 

The  Joint  Economic  Committee  has  urged  for  several  years  that  every 
effort  be  made  to  find  outlets  at  home  and  abroad  for  farm  surpluses.  Some 
important  steps  have  been  taken,  but  more  are  needed.  In  some  instances, 
such  as  cotton,  we  are  losing  our  traditional  markets.  We  need  to  find  betted 
means  of  competing  on  a fair  basis  with  other  countries  whose  production  for 
export  is  growing.  But  shortsighted  attempts  to  unload  our  surpluses  could 
have  adverse  effects,  not  only  on  world  markets,  but  on  ourselves.  If  a 
food  disposal  program  could  he  tied  to  an  investment  program  in  underdeveloped 
areas  important  objectives  could  be  furthered.  While  it  is  difficult  to  devise 
progrems  of  use  which  do  not  interfere  with  present  markets,  we  knew  there  are 
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vast  unfilled  needs  for  food  and  fiber  in  this  country  and  abroad. 

The  need  for  outlets  abroad  for  our  farm  products  has  brought 
renewed  interest  in  foreign  trade.  The  Foreign  Economic  Policy  Subcommittee 
of  the  Joint  Economic  Committee  has  just  cos^leted  hearings  on  this  subject. 
Perhaps  the  most  pressing  and  the  most  troublesome  of  this  coxintry's 
immediate  foreign  trade  problems  concerns  East-West  relations.  If  we  could 
use  trade  with  the  Communist  bloc  to  break  down  the  Iron  Curtain  and  to 
undermine  the  drive  of  the  Kremlin  for  political  domination  over  other  coun- 
tries, we  woxild  have  much  to  gain  from  such  trade,  politically  as  well  as 
economically.  But,  if  trade  merely  relieves  the  Kremlin  of  trying  to  meet 
civilian  shortages  and  military  stockpile  requirements  of  food  and  fiber, 
so  that  it  can  devote  increased  energies  to  armaments  and  imperialism,  then 
the  free  world  must  continue  to  control  trade  with  the  Iron  Ciortain  coiin- 
tries.  Unfortunately  for  domestic  exporting  industries,  broad  i)olitical 
considerations  must  govern  United  States  actions  in  dealing  with  this 
problem* 

Understanding  the  current  farm  problem  might  be  aided  by  dividing 
it  into  two  somewhat  arbitrary  segments.  First,  the  problems  of  full-time 
commercial  agriculture  composed  of  well-equipped  farms  of  s\ifficient  size 
to  produce  a satisfactory  family  income  if  reasonable  prices  prevail.  This 
group  constitutes  about  35  pe^*  cent  of  farm  operators  who  produce  about  85 
per  cent  of  farm  products  marketed. 

The  problems  of  commercial  agriculture  are  largely  those  of  the 
market  place,  and  they  stem  from  tbe  difficulties  of  making  production  ad- 
justments, of  expanding  consumption,  and  of  stabilizing  prices  and  income. 


From  an  economic  standpoint  there  is  much  to  be  said  for  the  use  of  a pro- 
gram of  direct  payment  to  farmers  which  would  limit  the  amount  of  payment 
to  a single  individual.  But  there  is  also  something  to  be  said  for  a price 
support  system  for  some  commodities.  One  of  the  elements  in  maintaining 
economic  growth  is  a fairly  stable  price  level.  Therefore,  we  should  do 
something  to  reduce  the  gyrations  in  farm  prices  which  come  out  of  relatively 
small  changes  in  crop  production.  We  E^ed  a workable  program  for  taking  ex- 
cesses off  the  market  when  yields  are  large,  end  incj?^sing  marketing  from 
stock  when  crops  are  short. 

The  second  segment  of  agriculture  consists  of  the  other  approxi- 
mately 65  per  cent  of  farm  families.  In  addition  to  the  problems  of  commer- 
cial agricultvire  already  mentioned,  these  faimsers  presently  have  Insufficient 
land,  equipment,  and,  in  many  cases,  training  to  produce  a satisfactory 
living  ’unless  their  incomes  are  axigmented  from  non- farm  sources.  Too  often 
these  other  sources  are  not  available.  The  Department  of  Agriculture  has 
recently  estimated  that  in  1950  there  were  over  1 million  farms  and  a rural 
farm  population  of  over  5 million  in  areas  characterized  as  possessing 

2/ 

serious  low- income  problems. 

Low  incomes  obviously  mean  very  low  levels  of  living  for  these 
farm  people.  But  they  also  have  an  important  bearing  upon  the  performance 

2/  Development  of  Agriculture's  Human  Resources:  A Report  on  Problems 
of  Low- Income  Farmers,  U,  S.  Dep^^Tment  of  Agriculture,  April  195T^  ^ 

For  additional  information  see  Underemployment  of  Rural  Families, 
24aterial8  prepared  for  the  Joint  Goaanittee  on  the  Economic  Report  by  the 
Committee  Staff,  Committee  Print,  February  1951. 
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of  the  rest  of  our  national  economy  and  upon  our  goals  for  preservation  and 
strengthening  of  the  free  world.  For  to  the  extent  that  these  low  incomes 
result  from  underemployment,  they  represent  to  the  rest  of  the  nation  a loss 
of  otherwise  available  markets  for  goods  and  services  that  it  has  the 
capacity  to  produce.  The  loss  of  these  markets,  in  turn,  means  for  the  rest 
of  the  nation  a lower  level  of  employment  and  income,  a lower  level  of 
living,  less  inducement  for  new  investment  and  consequently  a lower  rate  of 
economic  growth  than  it  would  otherwise  have.  The  magnitude  of  these  losses, 
like  the  magnitude  of  underemployment  in  American  agriculture,  cannot  be 
precisely  estimated.  However,  if  the  nation's  farm  families  now  having 
money  incomes  of  less  than  $2,000  per  year  could  increase  their  incomes  to 
$2,000,  without  adversely  affecting  the  incomes  of  other  people,  this  would 
give  them  in  the  aggregate  about  $3  billion  more  per  year  to  spend  than  they 
now  have.  This  addition  to  their  spending  power  would  undoubtedly  Increase 
employment  and  incomes  available  to  the  rest  of  the  nation's  people  by 
fully  as  large  an  amount. 

During  recent  years  the  Joint  Economic  Committee,  under  the  leader- 
ship of  Senator  Sparkman  and  Senator  Flandec^  has  Intensively  studied  the 
problems  of  the  low- income  farm  family.  The  President,  the  Department  of 
Agriculture,  and  other  Federal  departments  have  recently  made  recommendations. 
Important  bills  providing  comprehensive  programs  with  Federal  assistance  for 
this  important  group  are  pending  in  the  Congress.  It  is  generally  agreed 
that  a balanced  program  should  encourage  industrial  development  within  the 
area,  stimulate  out-migration  to  relieve  population  pressures,  and  technical 
assistance  and  credit  to  help  farmers  reorganize  and  enlarge  their  faming 

y 

operations . 

See  Hearings  before  the  Subcommittee  on  Low- Income  Families  of  the  Joint 
Committee  on  the  Economic  Report,  November  1955  (available  in  December  1955) • 
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Problems  of  Low- Income  Families 
and  Chronically  Distressed  Areas 

In  addition  to  the  problems  of  rioral  low  income  are  the  problems 
of  urban  families  and  areas  which — even  in  times  of  bountiful  prosperity — 
experience  excessive  chronic  unemployment,  low  income,  and  economic  distress. 
The  Census  Bureau  has  estimated  that  the  number  of  families  with  incomes 
under  $2,000 — measured  in  constant  1948  prices- -did  not  change  between  1948 

y 

and  195^.  There  were  about  9*5  million  such  families.  Some  in  this  group 
have  a satisfactory  income  and  level  of  living.  Many  others  will  continue 
to  need  assistance.  But  large  numbers  can  be  more  productive,  self-supporting, 
independent  citizens  if  given  an  opportunity.  Maintaining  general  prosperity 
is  the  first  essential  step.  Beyond  that,  experts  agree  that  in  the  long  run 
expanded  and  broad  education  and  health  programs  offer  the  best  hope  for  in- 
creasing the  productivity  of  this  group. 

A related  problem  is  that  of  distressed  areas  where  general  economic 
activity  is  on  a low  plateau  or  actually  declining.  In  September  of  this  year, 
there  were  26  major  labor  market  areas  showing  "substantial  labor  surplus." 
There  were  94  minor  areas  so  classified.  These  persist  in  the  midst  of  the 
record-breaking  prosperity.  The  Department  of  Labor  estimates  there  are 
over  50Q;iOO’Q‘  persons  unemployed  in  these  areas  alone,  or  about  one-fourth  of 
the  nation’s  total  unemployment. 

A clear  need  exists  for  action  on  a comprehensive  distressed-area 

program.  A program  should  be  designed  to  deal  with  the  problems  of  all 

distressed  areas,  whether  they  originate  from  competition  of  imports,  from 

automation,  from  shifts  in  population,  from  changes  in  market  tastes  and 

demands,  or  from  other  causes.  This  comprehensive  program  should  provide 

4/  See  Characteristic's  of ~the  Low- Income  Population  and  Related  Federal 
ProgramsT  Selected  Materials  Assembled  by  the  Staff  of  the  Subcommittee 
on  Low- Income  Families,  Joint  Committee  on  the  Economic  Report,  Committee 
Print,  October  1955. 
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for  technical  assistance  to  individuals  and  groups  or  community  organizations, 
for  Federal  credit  in  limited  amounts  where  needed,  for  education  and  training 
and  retraining  of  workers,  and  for  assistance  in  the  relocation  of  workers 
willing  to  move  to  areas  of  greater  employment  opportunity.  Senator  Douglas 
has  a comprehensive  distressed  area  bill  pending  in  the  Congress.  The 
V/hite  House  recently  promised  to  submit  a proposal  in  January. 

Conclusion 

In  conclusion,  let  me  say  that  the  problema  whieh  I have  discussed 
today  are  not  insurmountable.  We  have  the  wealth,  the  human  and  material 
resources,  the  skill,  and  the  free  institutions  to  solve  them.  It  is  im- 
portant that  we  make  the  adjustments  necessary  to  enable  the  entire  economy 
to  expand  at  rates  consistent  with  the  increase  in  the  labor  force  and  in 
productivity.  This  is  the  challenge  to  public  and  private  policy-makers  in 
th$  coming  year. 


L/i>IITED  STATES  DEPAKTMENT  OF  AGRICJITUEE 
Agricultural  Marketing  Service 

^THE  OUTLOOK  FOR  EGGS  AND  FOULTRl  IR  1956 

! 

Statement  presented  by  Edvard  Ka^rp of f at  the 
33rd  Annual  Agricult’iral  Outlcok"  Conference ^ 

Washington^  D.  C.;  November  30^  1955 

The  year  1950  promises  to  be  another  year  of  large  output  for  the 
poultry  industry.  Both  egg  production  on  farms  and  broiler  production 
will  probably  equal  or  slightly  exceed  their  record-highs  of  1955,  and 
turkey  production  is  likely  to  increase  beyond  the  record  of  195^- 
(Turkey  production  in  1955  is  h percent  belov  1954.)  Because  of  these 
prospective  large  supplies,  prices  are  likely  to  average  lover  than  this 
year,  despite  continued  strong  demand. 

While  there  are  specific  factors  indicating  large  production  for 
the  respective  poultry  commodities,  there  are  also  general  factors  vhich 
apply  across  the  field  and  vill  tend  to  expand  output.  The  entire  poultry 
industry  is  gradually  applying  nev  production  techniques  vhich  reduce  unit 
costs  of  production.  Prices  for  eggs,  broilers,  and  turkeys  have  generally 
been  above  1954.  There  is  a great  pressure  on  farmers  to  seek  enterprises 
that  offer  prospects  of  bolstering  farm  income,  and  the  favorable  recent 
experience  with  poultry  ma.kesthis  a natural  choice,  particularly  vhile 
feed  remains  lover-priced  than  a year  ago. 


- RSCCHD  OR  NEAR-FBICCRD  PRODUCTION  •• 

The  production  of  eggs,  broilers,  and  turkeys,  remember,  vill  likely 
be  of  record  or  near-record  proportions.  For  the  first  6 or  7 months  of 
1956,  egg  production  vill  be  from  an  egg-laying  flock  2 or  3 percent  smaller 
T.han  a year  earlier,  but  an  extension  of  trends  tovard  higher  rate  of  lay 
per  bird  vill  likely  bring  egg  production  close  to  year-ago  levels . Later 
in  the  year,  flock  numbers  vill  reflect  the  number  of  replacement  chickens 
raised,  and  this  figure  is  likely  to  be  up,  rebounding  from  the  record-lov 
level  of  replacement  chickens  raised  in  1955*  Tbs  flock  in  the  fall  of 
1956  is  therefore  likely  to  be  larger  than  this  fall,  and  rate  of  lay  then 
is  ].ikely  to  be  up  again.  The  year  1957  vill  likely  open  vith  more  layers 
on  hand  than  are  expected  for  January  1,  195^* 

The  broiler  industry  is  geared  to  a high  level  of  production,  and 
there  vill  be  pressures  to  use  its  large  capjacity  in  1956.  The  typical 
financiers  of  broiler  prodacuion--fead  dealers,  hatcheries,  and  processors 
--recognize  that  large  broiler  production  assures  them  of  high-level  opei-a- 
tions  for  their  businesses,  and  they  are  viliing  to  supply  liberal  credit 
as  an  alternative  to  incurring  other  types  of  selling  expenses.  Meanwhile, 
farmers  vLll  be  willing  to  undertake  broiler  projects  because  under*  'current 
financing  plans  they  have  o^Tpoi-buntttfacr  for  Inooroe  without  having  rlsiced 
any  of  their  own  money. 


Agriculture -Washington 


2 


The  incentives  for  expanded  turkey  production  are  niucli  tLe  sem^ 
ixc  iVr  troilepvs , Feed -dealer  financing  is  'becoming  increasingly  im- 
vus/tcnt  for  that  enterprise.  Growers  had  a better  year-  in  1955  than  in 
195^^  especially  for  early  turkeys,  and  will  waut  to  try  again  on  a 
larger  scale.  Feed  prices  will  continue  below  the  year  earlier  thru  the 
first  half  of  1956.  The  sum  of  these  effects  indicates  larger  production 
in  1956. 


- 1955  POULTRY  PRICES  ABOVE  195^ 

While  the  price  outlook  does  indicate  generally  loxrer  poultry 
product  prices  for  1956  than  1955^  "the  e:q)erience  of  1955  indicates  that 
we  must  look  beyond  the  mere  level  of  supplies  to  gain  an  insight  into 
the  price  prospects  for  the  coming  year.  In  1955^  egg  production  was 
record-high,  with  supplies  supporting  a record  per  capita  consunption, 
slightly  above  the  year  before;  yet  farmers’  egg  prices  for  1955  will 
overage  about  5 percent  above  the  previous  year.  Broiler  production  is 
likewise  record -high  by  a small  margin,  perhaps  2 percent  above  last  year, 
and  yet  broiler  prices  for  the  year  to  date  average  11  percent  above 
195^*  Although  the  turkey  crop  is  down  ^ percent  (by  head  count),  the 
9 percent  price  increase  above  195^  for  that  commodity  in  August -October 
prices  woiild  seem  more  than  is  proportionate  to  the  rather  modestly 
decreased  supply. 

What  are  the  special  factors  that  seemed  to  buoy  poultry  product 
prices  in  1955 ^ what  are  the  chances  that  they  will  recur  in  1956? 

Demand  has  been  strong  through  1955 • By  definition,  that  is  a 
fact,  because  large  quantities  of  eggs  and  poultry  meat  have  cleared  the 
market  at  higher  prices.  Increases  in  poultry  product  prices  in  1955 
were  greater  than  would  be  indicated  by  the  increases  in  the  conven- 
tionally accepted  determinants  of  demand  such  as  population,  employmient , 
and  disposable  income.  The  question,  then,  is;  are  there  any  special 
demand  factors  in  1955  or  in  prospective  1956  whose  presence  or  absence 
will  affect  the  price  level  at  which  3.956  egg  and  poultry  meat  production 
will  be  sold? 

For  eggs,  a price  bulge  occurred  in  late  January,  February,  and 
March,  which  had  unusual  origins,  and  hence  is  not  likely  to  recur. 

There  were  some  technicalities  in  settling  the  January  egg  futures  con- 
tract, which  buoyed  prices  in  late  January,  then  the  weather  closed  in, 
restricting  supplies  of  eggs  and  further  sustaining  egg  prices.  The 
result  was  that  average  farm  egg  prices  in  mid -February  and  mid -March 
were  higher  than  at  any  time  in  the  preceding  fall,  It  f.rould  be  for- 
tuitous and  beyond  the  scope  of  prediction  if  such  developments  were  to 
recur  in  1956. 


-CCNI’IDENCE  IN-LATE -1955  EGG  PRICES  - 

Later  in  the  spring,  1955  egg  prices  were  supported  by  the  know- 
ledge of  the  smaller  hatch  then  in  progress,  and  the  belief  that  egg 
production  in  the  fall  would  be  less  than  the  year  before.  In  anticipa- 
tion of  this,  storers  put  away  kO  percent  more  shell  eggs  than  in  the 
preceding  year,  and  5 percent  more  frozen  eggs.  The  general  attitude 
toward  egg  prices  was  one  of  confidence. 
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Despite  the  fact  that  monthly  egg  production  in  each  month  of  this 
fall  and  winter  has  been  higher  than  last  year^  piices  of  fresh  eggs  did 
go  up>  and  to  that  extent  the  springtime  optimism  was  justified.  But 
prices  rose  little  more  than  to  cover  storage  costs  for  frozen  eggs,  and 
meanwhile  actually  declined  for  stored  shell  eggs,  whose  springtime  diver- 
sion from  market  channels  was  essential  for  maintaining  reasonable 
springtime  prices.  With  that  unfavorable  experience,  storers  and  spec- 
ulators are  likely  to  be  less  active  in  the  195^  springtime  egg  market 
than  they  were  in  1955;  especially  if  the  expectation  is  correct  regard- 
ing a larger  replacement  flock  being  raised.  The  absence  in  the  spring 
of  1956  of  this  year's  favorable  demand  for  eggs  for  storage  would  bear 
heavily  upon  egg  prices  in  the  second  quarter  of  the  year. 

Soon  after  mid-year  1956,  egg  production  will  likely  rise  above 
the  corresponding  monthly  outputs  of  1955*  la  1955  there  was  ample 
evidence  that  a larger  output  does  not  necessarily  have  a devastating 
effect  on  price,  since  on  July  1 and  again  on  August  1 the  daily  rates  of 
egg  production  were  respectively  9 and  8 percent  above  a year  earlier; 
while  the  raid -month  farm  prices  that  followed  those  dates  were  likewise 
above  195^;  by  a cent  or  two.  But  on  those  dates  the  belief  still 
persisted  that  egg  production  in  the  coming  months  would  shrink  in  rela- 
tion to  the  year  before,  that  egg  prices  would  therefore  rise,  and  that 
eggs  therefore  were  good  property  and  that  confidence  in  their  value  was 
justified.  For  prices  of  fresh  eggs,  this  confidence  was  amply  justified, 
although  the  premise  on  which  it  rested--  a reduced  shell  egg  production 
relative  to  the  year  before  --has  not  yet  developed,  and  now  is  recognized 
as  not  likej.y  to  develop  in  the  remainder  of  the  year. 

- INFLUENCES  ON  BROILER  PRICES  - 

For  broilers,  an  extremely  short  supply  in  the  first  quarter  of 
1955;  reduced  competition  from  farm  chickens  during  the  summer,  and  per- 
haps an  unusual  summertime  demand  for  chickens  were  factors  which 
resulted  in  a January  - September  broiler  price  averaging  26.7  cents  per 
pound,  contrasted  with  24.0  cents  the  year  before. 

Luring  this  period,  the  peak  mid -month  price  occurred  in  March, 
when  marketings  were  from  placements  averaging  about  11.9  million  chicks 
weekly  in  13  important  areas.  That  level  represented  a cut  of  15  to  ’ 

20  percent  from  4 and  5 months  earlier. 

Prospective  marketings  for  March  1956  wil3.  be  from  chicks  to  be 
hatched  from  eggs  not  yet  set  in  incubators,  so  we  cannot  safely  anticiu 
pate  March  numbers.  But  eggs  are  already  in  incubators  to  make  February 
marketings,  and  they  indicate  chick  placements  at  the  rate  of  14.5  mil- 
lion weekly.  This  is  only  a 3 percent  decrease  from  October  placements, 
although  a I5  percent  decline  from  the  all-time  high  of  July  1955*  Recent 
rates  of  egg  settings  and  chick  placements  have  teen  aoout  25  percent 
above  gt-yeex -ago. .1  Therefore, if  any  substantial  reduction  in  broiler  market- 
ings is  to  occur  early  in  I956,  the  basis  for  it  is  not  yet  apparent. 
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Toward  the  middle  of  195S  broiler  prices  reflected  the  reduced 
8upp.ly  of  young  farm  chickens,  the  by-product  cockerels  which  at  that 
season  compete  with  corrmiercial  broiiers.  Such  marketings  of  young  farm 
chickens  were  presiiiiiably  reduced  15  percent  from  the  year  before,  in  line 
with  the  reported  decrease  in  the  number  of  replacement  chickens  raised. 
Spread  over  the  year,  these  by-product  cockerels  are  not  of  great  impor- 
tance in  comparison  with  broilers,  but  in  July,  August,  and  September  they 
probably  comprise  about  one  quarter  of  the  usual  mai-ketlngs  of  young  chick 
ens  (commercial  broilers  plus  young  farm  chickens).  Therefore,  the  15 
percent  reduction  in  the  supply  of  young  farm  chickens  may  have  offset  a 
significant  part  of  the  relatively  small  increase  in  the  broiler  place- 
ments which  were  the  basis  for  July  and  August  broiler  slaughter.  These 
pJacements  were  about  5 percent  above  the  previous  year  in  the  months 
affecting  July  and  August  slaughter,  and  ranged  up  to  20  percent  higher 
after  that. 

Another  possible  factor  bearing  upon  195^  broiler  prices  concerns 
the  popularity  this  year  of  outdoor  cookery  and  chicken  barbecues . Chicken 
lends  itself  well  to  this  sort  of  activity,  as  well  as  to  indoor  hot-weather 
cooking  and  menus.  The  fact  that  the  landscape  gardners  this  s’ummer  were 
advising  barbecue  pits  and  braziers  may  have  given  a fillip  to  the  demand 
for  chJ.cken. 

Broiler  prices  in  the  last  2 months  have  been  down  sharply,  to  a 
U.  S.  average  level  of  22.3  cents  per  pound  in  mid-October,  compared  with 
26.7  cents  for  January-September . Part  of  this  decline  is  seasonal  and 
part  is  Induced  by  the  large  supplies  and  reduced  prices  for  beef  and  pork. 
The  additional  competition  from  red  meats  is  likely  to  persist  well  into 

1956. 


Of  these  factors  which  bore  importantly  upon  1955  broiler  prices -- 
(1)  reduced  early-season  supply,  (2)  fewer  young  by-product  cockerels, 

(3)  summer-time  demand,  and  (4)  competition  from  red  meats --preseat  indi- 
cations are  that  the  first  and  second,  which  were  favorable,  will  not  be 
repeated,  and  that  the  fourth,  which  is  unfavorable,  will  continue  with 
us  for  some  months.  On  balance,  it  looks  like  a somewhat  lower  average 
price  for  195^  than  the  26.3  cent  average  for  the  first  10  months  of  1955* 

- IlMTEWTIOWS  FOR  I956  TURKEYS  - 

For  turkeys,  the  present  outlook  for  195^  can  perhaps  best  be 
summarized  by  pointing  to  farmers'  likely  reactions  to  recent  turkey  prices. 
Even  at  the  price  level  that  has  held  since  early  October,  1955  turkey 
production  was  more  favorable  to  growers  than  was  195^ ? with  the  mid-October 
turkey-feed  price  ratio  2 points  higher  in  1955  than  195^'  Feed  costs  in 
recent  months  have  been  about  9 percent  below  the  year  before . In  mid- 
October  the  U.  S.  average  turkey-feed  price  ratio  was  9-2  (pounds  of  feed 
equaling  the  value  of  1 pound  of  turkey),  30  percent  more  favorable  to 
growers  than  the  year-ago  ratio.  Grower  prices  slipped  from  the  2 to  6 
cents  per  pound  above  195^ ^ which  they  were  at  the  beginning  of  October, 
to  recent  levels  which  have  been  1 to  3 cents  up  from  last  year.  The 
larger  increase  over  last  year  has  generally  been  for  heavy- type  hens. 


These  favorable  changes  fiom  last  year  have  induced  a great  Interest 
in  grc^/ing  turkeys  for  195^-  The  U.S.D.A,  October  1 survey  of  intentions 
to  keep  breeders  shoved  an  intended  13  percent  increase  in  the  number  of 
heavy  breeders,  and  an  intended  7 percent  increase  for  light-weight  turkeys. 
At  a meeting  2 weeks  ago,  the  Turkey  Advisory  Committee  of  the  Secretary 
of  Agriculture  affirmed  that  these  intentions  were  then  still  valid.  The 
publication  of  these  intentions  should  be  a factor  inducing  farmers  to 
temper  their  intentions.  If  there  is  a reduction  from  these  intentions 
before  the  first  of  the  year,  we  will  be  able  to  say  that  the  intentions 
have  served  a.  highly  useful  purpose,  as  a 195^  turkey  crop  up  to  the 
levels  indicated  by  the  breeder  intentions  would  considerably  exceed  the 
record  in  195^^  when  turkeys  sold  several  cents  per  pound  cheaper  than 
at  present. 

Past  experience  has  been  that  when  large  turkey  breeding  flocks 
have  been  carried  into  the  hatching  season,  poult  output  and  the  number 
of  turkey  poults  brooded  has  been  aJmost  correspondingly  large.  Turkey 
eggs  ordinarily  sell  for  so  much  more  for  hatching  than  for  food,  that 
sellers  are  often  willing  to  make  very  substantial  price  concessions  to 
turkey  producers.  By  withholding  artificial  illumination,  farmers  do  have 
the  opportunity  to  defer  a flock's  egg  production,  and  they  may  dispose 
of  hatching-egg  flocks  before  the  hens  have  laid  their  last  eggs.  But 
diversion  of  turkey  eggs  from  hatching  outlets  probably  seldom  occurs . 
Therefore,  increased  numbers  of  breeders,  if  they  materialize,  are  likely 
to  he  followed  by  more  poults  hatched  and  turkeys  raised. 

From  JuJ.y  1 to  October  1,  37  percent  more  heavy-breed  turkeys  had 
been  tested  than  in  the  same  months  last  year,  and  26  percent  fever  light- 
breed  turkeys.  In  October,  heavy -breed  testings  were  2 percent  fewer  than 
last  year,  hut  the  cumulative  total  since  July  1 is  still  9 percent  ahead 
of  195^ • For  light  breeds,  October  testings  were  8 percent  larger  than 
195^ ^ and  cumulatively  they  are  33  percent  under  last  year.  To  November  1 
last  year,  29  percent  of  the  195^-55  testings  had  been  accomplished,  so 
these  early-season  figures  still  give  the  industry  the  necessary  leeway  to 
have  an  effect  upon  the  coming  year's  crop. 
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It  is  relatively  easy  to  forecast  the  general  course  of  business  over  the  next 
year  or  so.  It  is  going  to  contimie  upx/ard  although  necessarily  at  a more  subdued 
rate  than  the  boom  that  has  surged  during  the  last  year^  Physical  limitations  of 
manpower  and  materials  -inll,  of  themselves,  put  some  brakes  on  the  boom. 

It  is  also  relo.tively  easy  to  forecast  where  the  econon^^  mil  be  five  or  ten  or  ' 
twenty  years  from  now.  Cnee  you  have  established  the  increase  in  the'  work  forcet^ 
hew  much  work  it  is  going  to  do  and  how  well;  it's  a matter  of  simple  arithmetic, 
hy  arithmetic  tells  me  that,  in  lp55  dollars,  our  Gross  National  Product  will  be 
about  billion  in  i960  and  about  ',^500  billion  in  1965.  This  is  a physical 
increase  of  lk%  for  i960,  as  cempared  with  1955>  and  an  increase  of  30^  for  1965, 

When  I succumbed  to  the  honor  of  participating  in  tiiis  cutD.ook  conference  it  was 
my  understanding  that  I was  to  make  a long-range  economic  forecast  — a five  or 
ten  year  job.  In  addition  to  being  a simple  task,  it  has  the  added  advantage  of 
being  relatively  safe*  There  is  little  likelihood  of  a close  check-up  of  the 
handiwork  involved.  If  forecasts  of  what  is  going  to  be  happening  in  i960  or  1970 
are  not  forgotten  w^hen  we  get  there,  the  forecaster  has  an  excellent  chance  of 
being  among  the  missing, 

I have  been  told,  however,  that  neither  a short-run  nor  a very  long-run  economic 
forecast  would  constitute  my  most  useful  contribution  to  your  sessions.  What  you 
need  to  know,  I was  given  to  understand,  is  hew  the  American  economy  will  be 'per- 
ferming  over  the  ne:ct  tliree  or  four  or  five  years.  You  want  to  knoi;  whether,  in 
working  out  the  price  and  production  adjustments  wliich  clearly  lie  ahead  in  the 
ne:rb  fexir  years,  agriculture  vrill  be  operating  in  a relativel^^  strong  and  stable 
economy,  in  a soggy  and  unstable  economy,  or  in  a bit  of  each. 

To  tell  you  tliis  is  a really  tough  job»  The  forecasting  job  takes  you  out  beyond 
the  period  where  the  great  mcmentian  of  the  present  boom  can  be  coxmted  upon  to  have 
any  great  force  in  shaping  the  course  of  events.  It  also  takes  you  out  beyond  the 
time  when  well-developed  business  and  government  plans  can  have  any  clearly  as- 
certainable impact  on  the  course  of  the  economy.  At  the  same  time  it  does  not 
take  you  far  enough  to  permit  you  to  rely  safely  on  long-term  growth  trends.  In  a 
word,  the  forecasting  job  involved  takes  you  into  the  w’ild  blue  out  yonder,  with 
no  anchors  in  the  sky. 
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But  I am  both  a brave  ana  an  accomodating  soul-  So  I propose  to  tell  you  what 
the  general  coua’se  of  our  economy  will  be  over  the  ne:::t  fe*;  years^  say  the  next 
five  years.  And  I propose  to  do  it  just  as  dogmatically  as  if  I knew*  Ky  pur- 
pose, however,  tri-U  not  be  preachment  but  to  stir  up  thinking  on  your  part  about 
possibilities  which  lie  ahead. 

With  a few  lapses  of  minor  importance,  our  economy  x\rill  be  steadily  expanding 
over  the  years  irrmediately  ahead  and  producing  a consistently  high  level  of  pros- 
perity. It  will  be  doing  this  because  forces  are 'at  work  which  xd.ll  provide  a 
stable  and  eDzpanding  volume  of  business  investment,  civilian  consumer  expenditure 
and  goverrment  expenditure.  I shall  deal  x-rith  the  outlook  for  these  major  seg- 
ments of  the  economy  in  turnt,  In  the  natxire  of  the  time  limits  imposed,  it  must 
be  a case  of  once  over  lightly. 

Historically  the  most  unstable  element  in  oxor  economy  has  been  business  invest- 
ment in  nexf  prcducihg  facilities*  It  was  this  central  fact  of  instability  in 
business  investment,  coupled  rcLth  its  crucial  importance,  upon  whiich  the  xfhole 
system  of  Keynesian  economics,  vjhich  has  cut  such  a tremendous  swath  in  the 
United  States,  was  predicated. 

But  that's  all  over  now.  Over  the  next  few  years  business  investment  in  new  plant 
and  equipment  will  be  expanding  and  at  a relatively  stable  rate.  Tiro  new,  and 
I believe  too  little  appreciated  elements  in  oxir  economy  will  make  important 
contributions  to  this  state  of  affairs.  One  is  the  groxrth  of  long-range  planning 
of  investment  by  American  business  corporations.  The  other  is  the  tremendous 
expansion  of  all  kinds  of  research. 

In  my  office  we  have  been  making  periodic  surveys  of  ^ians  for  business  investment 
in  nex^  facilities  for  the  past  8 years.  iJhen  x;e  started  out  only  a handfxfL  of 
the  cooperating  companies  had  any  plans  for  capital  investment  beyond  the  year 
immediately  ahead.  Now  about  90%  of  the  reporting  companies,  and  it  is  a far 
larger  nxmaber  of  companies  than  th^.t  with  x-jhich  xje  started,  can  give  us  estimates 
of  their  capital  expenditxires  for  seme  years  ahead, 

..Llong  xxLth  this  increased  emphasis  on  long-range  investmient  plans  has  gone  a 
greatly  increased  d.etermination  to  stick  to  the  plans,  and  thus  be  in  a position 
to  take  advantage  of  the  greatly  expanded  markets  xjhich  lie  ahead.  In  highlighting 
these  grcx7th  potentials,  long-range  economic  projections,  of  the  type  I mentioned 
at  the  outset,  have  played  a very  important  role, 

another  major  force  in  stimulating  business  investiiEnt  in  new  processes  and 
equipment  is  provided  by  the  tremendous  volxane  of  research  of  one  kind  and  another 
being  done  these  days.  As  a nation  we  are  spending  about  billion  a year  for 
research,  about  one-half  of  it  is  financed  by  government  and  about  txro-thirds  of 
it  done  by  private  establishments.  This  is  about  ferty  times  as  much  as  x;e 
spend  for  research  in  the  txienties. 


3y  tills  ..rocess  ,.e  liave,  in  eXiect^  created  a brjJ.t-in  burr  under  the  saddle. 

,ievr  products^  new  processes,  nen  equipment  come  tumbling  out  of  the  research 
laboratories  at  a rate  and  a volume  wliich  make  the  orice  of  survival  for  most 
business  firms  and  aggressive  investment  program..  I don^t  loiow  for  sure  x^hat 
is  ti}»  most  cramat^c  ^sgfgt  of  the  American  economy  today,  but  I suspect  it  is 
th=it  provided  by  pur  billion  annual  investment  in  research. 

I Since  the  end  of  TJorld  War  II  we  have  nearlj^  doubled  our  manufacturing  capacity 
, ^^the  United  States,  In  the  meantime,  the  economy  as  a vrhole  has  grown  about 
iiO;?.  I knoxf  that  reflection  about  that  pair  of  facts  causes  is.  Ciy  of  j'^ou  to  fear 
that  continuation  of  a high  level  of  investment  in  new  producing  facilities  is 
going  to  sank  us  under  the  weight  of  excess  producing  capacity. 

I am  sure  that  this  is  not  going  to  prove  the  case,  I have  alread37’  touched  on 
one  key  reason,  -.merican  business  firms  increasingly  gear  their  capacity  require- 
ments to  long-range  programs  rather  than  counting  on  keeping  every  bit  of  theix 
equipment  going  all  the  time,  .another  key  reason  is  that  we  need  a large  volume 
of  investment  to  replace  worn  out  facilities.  This  year  more  than  half  of  our 
business  investment  is  going  for  that  purpose.  Of  the  balance  the  larger  part  is 
not  going  simply  to  increase  capacity,  but  to  provide  more  efficient  capacity 
or  capacity  to  do  entirely  new  things. 

I have  mentioned  the  pressure  to  do  new  things  or  do  old  things  better  wb-ich  is 
being  exerted  by  the  research  laboratories.  TlxLs  pressure  is,  of  course,  com- 
pounded by  the  pressure  of  increased  costs  to  which  even  higher  and  Iiigher  wage 
I rates  contribute  a decisive  element.  Thus  we  clearly  have  what  it  takes  to  pro- 
i duce  the  urge  on  the  part  of  business  to  maintain  a steadily  increasing  volxate  of 
? investment  in  new  facilities. 

There  remains,  of  course,  the  rather  crucial  question  of  vihether  business  firms 
can  get  the  money  to  fulfill  this  urge.  This  immediately  involves  taking  a look 
at  their  prospective  sources  of  capital  funds. 

Happily  a look  in  this  direction  is  reassuring.  This  year  (1955)  the  reserves 
: set  aside  by  .unerican  corporations  for  depreciation  will  amount  to  about  ,;lii..5 
billion,  That^s  enough  to  cover  well  over  half  of  their  investment  in  new  pro- 
ducing facilities.  And  these  depreciation  reserves  will  continue  to  increase 
in  the  years  immediately  ahead,  to  reach  a total  of  about  .20  billion  in  1958= 

.'ith  depreciation  allowances  of  tliis  magnitude  American  industry  will  need  to 
make  only  modest  drafts  on  retained  profits  and  the  new  secixities  markets  to  carr; 
forward  a steadily  increasing  program  of  investment  in  nex^i  producin  facilities. 

In  addition,  and  a most  important  addition,  we  have  a tested  governmental  device 
to  stimulate  business  investment  if,  some  mischance,  it  should  get  to  lagging 
in  a distui'bing  way.  The  device  is  accelerated  depreciation  which,  it  has  been 
clearly  demonstrated  ’ey  a ;;30  billion  test  of  it,  can  be  counted  upon  to  give 
prompt  anrL .power fni  levei-age  to  business  im'^estment. 


I realize  fully  that,  busine^b  investment  in  neiJ  plf-nts  and  equiprient  is  net  a 
process  that  is  carried  on  in  a vacuum  or  at  le^.st  a comiortatlj'-  isoL  tad  cempart- 
ment . 

I am  quite  aware  of  the  fact  th-.t  ever  arm^  considera'  le  len'th  of  time  tliis  process 
is  geared  to  wha^  constmers  aredoin  to  take  off  the  products  being  turned  out  'by 
the  nevj  equipment. 

Here  a ain  I find  a reassuring  prospect.  Je  have  a rapidly  increasing  population 
and  a population  in  which  I find  no  perceptible  trend  tower’d  giving  up  the  flesh 
pots*  Also  we  have  access  to  the  ba.sic  resources  to  see  that  the  flesh  pots  are  | 

well  filled  — if'that  is  ihat  happens  to  enrich  the  flesh  pots.  There  may  come 
a time,  of  course,  when  added  population  is  a curse,  as  it  is  alreadj^  viewed  in 
some  parts  of  the  worlds  But  th.-t  time  is  obviously  further  down  the  road  than 
the  period  vjith  which  I am  concerned « 

In  the  meajitine,  individual  income  is  distributed  very  broadly  and  in  depth,  and 
we  have  a built-in  device  to  increase  the  flow  of  this  income  steadily.  As  near 
as  we  can  tell,  wage  and  salary  increases  in  1^55  are  adding  about  ..lij.  billion  tc 
the  nation ^s  disposable  income,  as  comp  red  to  that  cf  195U*  And  for  1956  we 
already  have  another  substantial  increase  in  disposable  income  provided  for  bj^ 
the  long-term  agreements  governing  industrial  eniploymento  For  example,  between  ' : 

provision  made  for  so-called  productivity  increases  anu  ccst-of-livir^  increases,  | 
it  is  estimated  that  the  automobile  workers  already  have  about  a ten-cent-an-hour 
wage  increase  arranged  for  next  year^ 

As  we  have  a governmental  device  ready  at  hand  to  perk  up  business  investment  if 
that  becomes  necessary,  so  we  have  a device  to  do  the  se-me  tiling  fer  consum.er  in- 
come if  by  chance  that  is  required.  The  device,  of  course,  is  a cut  in  the  in- 
dividual income  tax  imposed  by  the  federal  government.  By  ne:  t June,  the  federal 
cash  budget  will  not  onlj^  be  balanced  but  there  will  be  scmetliing  to  spare.  An 
individual  income  tax  cut  of  som.e  billions  of  dollars  can  be  safely  made  if  it  is 
necessary  to  keep  consumer  income  e::panding  at  a salubrious  rate, 

I recognize  the  danger  that  in  seme  years  (1956  has  been  mentioned  as  one  d’  them) 
politics  may  intervene  to  dissipate  t his  insurance  policy  for  sustained  consumer 
income  before  it  is  needed,  ^and,  of  course,  federal  tax  rates  are  noTj  so  high 
that  it  seems  rather  fanciful  to  refer  to  reduction  of  them  at  any  time  as  a 
danger.  But  insofar  as  tax  reduction  may  be  pe.rticularly  desirable  to  stabilize 
the  flowof  consumer  income,  I anticipate  that  considerable  capacity  to  provide  it, 
i^rithout  being  guilt3r  of  fiscal  irresponsibility'-,  t-7ill  be  available  over  the  years 
ahead.  In  fact,  it  should  help  quite  a lot  to  produce  l.U  million  new  families 
with  ann-ual  incomes  after  taxes  of  more  than  ..;i;,0C0  which  are  expected  to  materialize 
each  year  beti/een  npwr  and  I960,  These  are  the  families  which  could  do  much  to 
validate  equally  spectacular  increases  of  such  items  as  automobiles  and  houses. 

It  is  not  enough,  of  course,  for  consumers  to  have  expanding  money  incomes.  They 
must  be  possessed  of  an  urge  to  spend  most  of  the  income  on  an  expanding  budget 


of  gcx5ds  snc  services*  I am  aware  thaL  it  is  at  this  particular  ^.'Oint  that  some 
of  you  fear  for 'the  future,  lou  see  our  people  so  surfeited  v/ith  these  gaudy 
new  automobiles,  household  appliances  that  often xrork,  food  and  entertainment 
that  they  will  soon  become  less  avid  consigners,  with  very  disturbing  economic 
^ results, 

I do  not  dismiss  this  xforry  lightly,  I sometimes  shudder  to  think  what  would 
happen  if  a great  evc.ngelist  of  asceticism  and  the  simple  life  should  come  along 
and  get  command  of  our  modern  engines  and  mass  communication  and  persuasion.  He 
or  she  might  vjreck  our  econorry.  As  a nation  we  have  become  so  rich  th.  t we  can 
take  or  leave  a very  l...rge  pa-rt  of  what  is  produced  x^ithout  any  immediate  personal 
inconvenience  at  all.  I think  the  share  is  as  much  as  hO^o  of  the  total.  But  if 
we  left  it,  a great  depression  would  not  be  far  behind. 

Happily,  at  least  from  the  standpoint  of  keeping  our  econcti^'-  going  v^ell,  there 
seems  to  be  little  tendency  on  the  part  of  the  American  consumer  to  e::erci&e  iiis 
option  not  to  consume.  Some  impressive  evidence  has  been  brought  to  bear  on 
this  point  the  Survey  Research  Center  of  the  University  of  tiichigan  in  its 
extensive  surveys  of  consumer  attitudes  toward  the  purchase  cf  various  durable 
goods®  In  its  sample  intervie\'S  to  date,  this  group  has  found  no  evidence  that 
the  incliriation  to  buy  diminishes  as  a family’s  e:d.sting  purchases  mount.  Quite 
the  reverse,  families  seem  to  want  nex^-style  versions  cf  the  goods  they  have 
now,  just  as  soon  as  someone  puts  the  new  style  on  the  market  at  a favorable 
price,  Ue  have  just  had  a convincing  demonstration  of  this  fact  by  the  automobile 
industry  where  record  sales  seem  to  be  built  largely  on  the  fact  that  so  mary 
people  are  dismayed  that  the  car  'they  now  ox-m  is  of  only  one  colcr  • Eqxoally  im- 
pressive is  the  recent  eijq^erience  aif  the  American  Telephone  and  Telegraph  Company 
which  has  uncovered  new  layers  of  demand  for  telephones  by  replacing  the  conven- 
tional black  x;ith  bright  colcr ed  instrximents  and  even  two-toned  jobs. 

Nonetheless,  the  large  range  of  so-called  optional  consumption  available  to  the 
American  consumer  obviously  places  the  business  of  selling  in  a decisive  position 
in  our  eccnony,  I have  confidence,  hoxxever,  tlx.t  it  will  be  dischargedin  a manner 
to  assure  an  upxrard  tilt  to  the  course  of  national  consumption. 

Beyond  that,  there  is  now  reason  to  believe  that  the  tremendous  pox'jer  cf  adver- 
tising xd.ll,  if  necessarj^,  be  used  to  stabilize  sale  s in  a manner  it  was  never 
used  prior  to  19^h*  Then,  for  the  first  time  in  our  liistcry  advertising  volxmie  xjas 
increased  ty  6%  while  sales  were  going  doxm  by  h%»  Alx^ys  before  advertising  and 
sales  had  gone  up  and  doxm  together,  Tl'd.s  little  appreciated  change  in  advertis- 
ing practice  last  year  is  responsible  in  no  small  degree  for  'the  fact  that  the 
recent  recession  was  one  cf  the  mildest  on  record. 
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1 have  nov  demonsbr  at  least  to  iny  satis  action_,  thet  ve  have  in  prospect  a 

quite  steadily  expanding  volume  of  consumer  nditure  and  business  investment 
over  the  years  iirmediately  ahead.  It  remains  onl^'"  to  take  a look  at  what  is  in 
prospect  in  the  realm  of  ^overrmiental  e::penditure  and  activity, 

with  the  evapor''tion  of  the  "spirit  of  Geneva"  anj^  near-tem  prospect  that  the 
federal  [^overni-aent  is  going  to  be  spending  a much  smaller  proportionate  p_rt  cf  ' 
our  national  income  has  alas^  evaporated^  too*  2ven  if  the  spirit  should  return_5 
any  cut  in  defense  spending  is  likely  to  be  offset  over  the  ne::t  five  A'-ears  by 
other  demands.  Our  state  and  local  goverranents  are  under  the  increasingly  acute 
necessit^^  of  increasing  their  expenditures  fer  public  facilities  such  as  high- 
waysj  schools  and  systems  to  get  and  control  water  and  keep  it  away,  Tliis  will 
require  both  greater  local  expenditures  and  increased  federal  aide  So  in  govern- 
ment_,  tco^  we  have  the  prospect  of  a steadily  expanding  economy* 

I don't  want  to  leave  the  impression  that  I believe  there  are  going  to  be  no  bmps 
at  all  in  the  economic  road  ahead,  I am  sui^e  that  there  i-Till  be  some^  and  I think 
I knoxf  some  of  the  reasons*  One  of  them  is  thc.t  ^.le  still  have  most  eA^erything  to 
learn  about  controlling  business  inventories  properly*  The  swings  in  these  in- 
ventories have  been  second  only  to  changes  in  the  rate  of  military  expenditure 
in  causing  general  ups  and  doT-ms  in  business  since  World  War  II , I doubt  if  Av’e 
will  learn  to  handle  them^  properly  before  they  have  caused  some  more  ups  and 
downs • 

I also  expect  the  ebbirig  and  flowing  of  consumer  credit  to  contribute  tc  continu- 
ing ups  snd  dorms  in  the  sale  of  consumer  durable  goods.  In  fact;,  I won't  be 
surprised  if  CA’’er  the  next  decade  or  two  the ' traditional  economic  pattern  is 
completely  reversed  and  consumer  expenditure^  at  least  for  durable  gocds_y  becomes 
a rel  tively  unstabUe  element  in  our  economy  while  capital  investment  moves  for- 
ward on  a notably  even  keel* 

But  the  ups  and  downs  of  busim  ss  I envisage  r-mll  stay  rd-thin  limits  which  prevent 
them  from  becoming  destructive.  The  so-called' built-in  stabilizers  in  our  econorry 
will  contribute  to  this  end.  As  you  well  know^  they  include  arrangements  such 
as  those  fesr  rmemployment  insurance  and  fam  price  supports.  They  also  include 
an  individual  income  tax  which  falls  so  fast  vdth  a decline  in  individual  income 
that  it  almost_,  but  not  qirLte,  makes  it  a pleasure  to  suffer  a decline  because  if 
gives 'tlie  tax  collector  such  a beating. 

But  my  primary  reliance  for  sustained  prosperity  is  not  on  "built-in  stabilizers." 
It  is  on  built-im  growth  elements  vrhich;  in  the  very  process  of  groA-rth  Afill  iron 
out  the  downs  j if  not  the  ups  and  downS;,  in  the  general  course  of  bn  sine  ss*  I 'have 
already  listed  such  elements  as  popxilation  groxrbh;,  broader  income  distribution^, 
the  steady  floxf  of  nex-j  prodxxcts  and  processes  from  research^  and  the  determination 
of  business  firms  to  plan  and  bid-id  for  new  markets  and  t o carry  out  the  plans*' 

To  a.ll  these  groxjhh  fac'bors  in  the  U.  S*  econony^  I should  add  a special  factor^ 


the  industrial  renaissance  abroad  and  particularly  in  Europe,  This,  over  the 
period  'ath  .hich  I am  dealing,  promises  to  cieate  an  enl^iycd  market  f or  our 
productSo  Somewhere  alonp  the  way,  of  course,  it  is  also  goin^  to  be  reflected 
in  some  very  rugged  competition  for  foreign  marketSc 

I realize  that  I have  said  a few  things  which  imy  be  slightly  debatable  o I my 
also  have  said  a few  things  which  may  turn  out  not  to  be  soo,  If  so,  I vjon’t  be 
completely  devastated  for,  after  all,  in  a five  year  tour  of  the  entire  American 
econoiry  as  it  unfolds  a histcm^y  that  hasn^t  taken  place  yet  there  is  some  little 
room  for  error, 

I am  completely  confident,  however,  that  over  the  years  ahead  hhe  American  economy 
is  going  to  pay  out  on  my  exiiectation  that,  as  a v;hole,  it  is  goin;^  to  work  very 
well  rather  than  becorriing  a prey  to  historic  ills  ihicli  grip  the  imaginations  of 
so  many  Americans  of  ny  generation®  I expect  this  to  be  the  case  regardle  ss  of 
which  political  party  is  in  national  powers  iy  basic  reason  is  that,  in  one  way 
and  another  and  i-jith  one  party  and  another,  we  have  gradually  worked  out  a set 
of  national  economic  policies  which  as  a vxhole  are  working  Xi/ell  and  which,  if 
moderately  well-handled,  promise  to  keep  on  working  wello  I don*t  think  either 
party  is  going  to  kick  them  overboard  to  satisfy  e^ctremists  in  its  ranks. 

Unhappily,  I do  not  expect  the  steadily  expanding  prosperity  which  I anticipate 
will  automatically  solve  the  problems  of  American  agriculture.  Difficult  problems 
of  adjustment  will  remain  before  agriculture  will  be  moving  along  in  the  full 
flood  cf  expanding  prosperity.  But  because  the  economy  as  a xdiole  win  be  having 
the  happy  experience  I have  sketched  — in  what  have  necessarily  been  rather 
broad  strokes  — the  adjustimnts  will  be  far  easier  to  make  than  otherrase.  Thus, 
even  for  you  who  work  in  agriculture,  I have  essentially  a cheering  report  to 
make-  I am  happy  that  it  turned  out  that  way;  VJhen  one  xjorks  in  a field  of 
pure  science,  as  the  business  forecaster  does,  one  can  never  tell  how  things  x/ill 
turn  out. 
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The  outlook  for  the  clothing  market,  which  we  have  just  heard,  is 
certainly  a favorable  one.  Similar  forecasts  have  been  made  in  the  recent 
pasta  Fortune  Magazine's  analysis  of  the  Changing  American  Market  in  early 
195^9  summed  up  the  prospects  for  apparel  as  a "broader  and  brighter  market.  " 
Yet,  We  continue  to  hear  industry  reports  of  "hard  times"  and  concern  for 
the  future.  -iHiat  accounts  for  these  contradictions?  What  has  been  happoit- 
ing  to  the  consumption  of  clothing  in  this  country,  and  vdaat  can  be  expected 
in  the  near  future?  There  are  two  important  sources  of  answers  to  these 
questions,  the  Department  of  Commerce  series  on  "Personal  Consumption 
Expenditures"  and  the  consumer  surveys  made  from  time  to  time  by  the  Bureau 
of  Labor  Statistics  and  the  Department  of  Agriculture. 

Let  us  look  first  at  what  the  national  aggregates  tell  us  about  cloth- 
ing consumption  trends.  Aggregate  expenditures  in  195^  clothing, 
accessories,  and  jewelry,  were  24^  billion  dollars,  or  about  6 percent 
higher  than  the  average  for  the  post-war  years  1947—49,  and  only  about  1 
percent  less  than  the  peak  level  reached  in  1952.  These  totals  tell  only 
part  of  the  story,  however.  Mu.ch  of  the  increase  resulted  from  population 
growth  and  from  increased  prices.  If  we  look  at  the  indexes  in  table  1,  we 
note  that  195^  per  capita  clothing  expenditures  v/ere  about  4 pei*cent  less 
than  the  1947-49  average,  and  when  ad^justment  is  made  for  the  price  changes, 
per  capita  expenditures  in  195^  were  8 percent  less  than  the  1947—49  average, 
and  about  25  percent  under  the  immediate  post— v/ar  hi^.  Even  on  this  basis, 
1954  e^qpenditures  were  substantially  above  the  pre-war  levels. 

This  would  indicate,  what  one  is  able  to  guess  from  general  observati-*n, 
that  clothing  consumption  habits  have  changed  appreciably  in  the  past  few 
years,  Do  one  will  question  the  fact  that  there  is,  as  Mr,  Covins  has 
pointed  out,  an  ample  supply  of  clothing  which  is  "more  diirable,  more  com- 
fortable, and  more  easily  cared  for",  and  that  the  level  of  employment  and 
income  is  sufficient  to  support  a high  level  of  clothing  consumption,  V/hy, 
then,  does  the  expenditure  trend  appear  to  be  going  do^m  or,  perhaps, 
leveling-off  at  less  than  peak  volume?  The  answer  lies  in  the  changing  pat- 
tern of  consumer  preferences  with  respect  to  clothing,  and  the  relative  im- 
portance which  consumers  place  on  clothing  in  the  total  budget;  both  of  which 
reflect  the  changes  in  the  manner  of  living  which  have  occurred  in  the  past 
decade. 


NOTE:  Opinions  expressed  in  this  paper  are  those  of  the  author  and  do 
not  necessarily  represent  the  position  of  the  Bureau  of  Labor 
Statistics  or  the  U.  S,  Department  of  Labor, 


The  decline  in  total  clothing  expendittires  in  spite  of  increasing  pro- 
duction and  prices  indicates  that  consumers  are  "bToying  different  kinds  of 
clothings  The  shift  of  preferences  to  informal,  easily  Cared— for  clothes 
was  a natural  outgrov/th  of  cur  post-war  way-of— life.  Clothing  manufac- 
turers have  referred  to  it  as  a "revolution ''o  Many  factors  contributed 
to  it — -the  growth  of  the  suburbs,  early  marriages,  the  increase  in  size  of 
families,  the  "do-it-yourself"  trend  for  household  chores;  in  general,  a 
new  informality  of  living  at  all  income  levels,^ 

Clothing  has  held  a dual  position  in  the  family  budget — it  is  a 
necessity,  and  also  an  item  of  prestige  or  conspicuous  consiamption.  In 
the  early  part  of  this  century,  with  the  dirict  adherence  to  formal  customs 
and  conventional  dress,  an  increase  in  a family’s  economic  position  could 
most  readily  be  advertised  by  an  improvement  in  the  way  the  family  dressed. 
Thus  a rising  income  could  be  expected  to  enphasize  the  prestige  role  of 
clothing  expenditures.,  Signs  of  weakening  in  this  role  of  clothing  were 
evident  before  the  war,  when  ownership  of  an  automobile  and  modern  house- 
hold equipment  competed  with  clothing  as  a mark  of  the  family’s  economic 
well-being.  In  the  px'o-war  years  clothing  expenditures  v/ere  relatively 
sensitive  to  changes  in  income.  In  the  post-war  e^enditure  aggregates, 
they  have  been  among  the  least  sensitiveo  *ie  might  look  for  the  reason  by 
coraparlng  changes  in  clothing  expenditures  in  the  post-war  years  v/ith  changes 
in  the  eaqjenditxires  for  competing  items.  It  is  evident  that  the  spectacular 
increases  in  the  purchase  of  automobilen,  television  sets,  and  farnishings 
and  equipment  for  the  new  post-war  homes  have  taken  many  of  the  dollars 
which  might  have  gone  to  clothing  under  pre-war  spending  patterns.  Expendi- 
tures for  automobiles  in  195^  were  7C  percent  above  the  19^7— ^9  level, 
radios,  television  receivers,  records,  and  other  musical  instruments,  45  per- 
cent above,  and  furniture  23  percent  above.  Even  when  allowance  is  made  for 
the  price  increase  in  these  items,  they  all  show  considerably  larger  growth 
than  expenditures  for  clothing. 

As  a result,  expenditures  for  clothing  have  accounted  for  a contin- 
urusly  decreasing  proportion  of  total  spending  since  the  peak  in  1945s 
when  the  total  clothing  group  accounted  for  l6  percent  of  total  consirmer 
expenditures,  and  expenditures  for  clothing  and  shoes,  12^  percent.  In 
195^9  10.4  percent  of  total  consumption  expenditures  were  accounted  for  by 
the  total  clothing  group,  and  8.2  percent  by  cl C thing  and  footwear,  alone. 

It  should  be  recognized  that  the  clothing  expenditures  during  the  war  years 
accounted  for  an  abnormally  high  proportion  of  total  spending,  and  reflected 
the  fact  that  daring  a period  of  high  incomes  and  high  employment  many  com- 
modities, particularly  dxzrable  goods,  were  not  available.  However,  the 
current  proportion  of  total  spending  allocated  to  clothing  is  belov/  that 
generally  prevailing  in  the  pre-war  years.  Thus,  if  the  health  of  the  cloth- 
ing market  is  to  be  judged  by  whether  it  is  maintaining  "its  share"  of  total 
spending®  or  getting  ^its  part"  of  increased  income,  there  may  be  some  cause 
for  alarm.  It  is  at  this  point  that  one  must  go  beyond  these  aggregate 
figures  to  evaluate  the  determinanta  of  the  level  of  clothing  expenditures 
at  a particular  time. 


The  consumer  expenditure  surveys  which  have  "been  made  from  time  to 
time  since  1388  hy  the  Federal  Government  provide  the  means  for  determin- 
ing what  factors  influence  family  expenditures  for  clothing.  The  most 
recent  study  covering  all  U.  S,  families,  farm  and  nonfarm,  is  the  19^1 
Study  of  Spending  and  Savings  in  Wartime,  hut  many  studies  of  more  limited 
coverage  have  been  made  in  the  post-war  years. 

The  Department  of  Agriculture’s  1948-1949  study  of  clothing  expendi- 
tures hy  city  and  farm  families  in  the  Minneapolis,  Minnesota  area  provided 
valuable  information  on  the  similarities  and  differences  in  clothing  pur- 
chase habits  of  city  and  farm  families  of  comparable  income  level  and  house- 
hold Composition.  The  Studies  of  Family  Clothing  Supplies  shov/ed  that  farm 
families  purchase  almost  as  much  clothing  as  city  families,  if  the  compari- 
son is  made  of  families  in  the  same  part  of  the  country,  and  similar  in 
size,  income,  and  occupation,  ilext  year’s  study  of  farm  family  expenditures 
will  shed  more  light  on  the  subject. 

The  Bureau  of  Labor  Statistics  1950  Survey  of  Consumer  Expenditures 
in  91  cities,  which  is  now  being  tabulated  in  detail  v/ill  furnish  much 
needed  insight  into  the  effects  of  various  family  characteristics,  such 
as  income,  size,  age,  composition,  on  clothing  expenditures,  and  comparison 
of  this  study  vdth  those  of  earlier  years  will  give  us  o.  clue  to  the  direc- 
tion clothing  expenditures  may  take  in  the  future,  analyses  of  these 
studies  v;ith  respect  to  expenditures  for  food  and  housing  have  revealed 
a marked  stability  in  the  relation  of  these  expenditures  to  income  over  time. 
Deviations  from  these  stable  relationships  can  be  explained  by  changes  in 
the  price  level  and,  for  food,  by  changes  in  family  size.  Similar  analyses 
of  clothing  expenditures  indicate  that  they  are  subject  to  more,  and  per- 
haps varying  influences.  The  preliminary  data,  however,  do  show  interesting 
and  fairly  stable  relationships  within  total  do  thine  expenditiire  and  from 
place- to-place. 

When  the  1950  expenditures  are  classified  by  three  broad  regions 
(Uorth,  South,  and  West)  and  three  types  of  cities  (large  cities,  suburbs 
of  large  cities,  and  small  cities),  more  similarities  than  differences  are 
evident  (see  table  2).  Among  the  regions  and  city  types,  the  proportion  of 
disposable  income  spent  for  clothing  varied  v/ithin  the  narrow  range  of  9.6 
to  12,4  percent,  even  though  average  income  varied  from  a low  of  $3»071  to 
a high  of  $4,690  and  average  family  size  from  2.8  to  3*3  persons.  Except 
for  the  Westj  there  v;as  greater  difference  in  the  clothing  spending  pattern 
among  city  types  within  a region  than  between  regions  for  the  same  type  of 
city. 


The  importance  of  suburban  living  on  the  families  clothing  expenditui’oc 
is  evident  from  these  averages.  In  spite  of  higher  average  incomes  and 
larger  average  family  size,  suburban  families  spent  a lower  proportion  of 
their  income  for  clothing  than  did  families  in  either  large  or  small  cities. 
It  is  of  interest  to  note  that  the  proportion  of  home— owning  families  in 
suburban  areas  was  from  63  to  65  percent , as  con5)ared  with  51  to  5^  per- 
cent in  small  cities  and  39  to  50.  percent  in  large  cities.  Tabulations 
which  would  illustrate  the  relative  level  of  clothing  expenditures  for 


home  ov/nin^  aiid  renting  famij.ies  are  not  yet  availahlec.  However,  it  appears 
reasonable  to  believe  that  the  greatly  increased  acquisition  of  homes  and 
the  long-term  commitments  in  connection  v/ith  their  purchase  and  furnishing 
have  had  an  important  effect  on  the  relative  importance  which  a family  gives 
to  its  clothing® 

The  general  similarity  in  the  way  families  distribute  clothing  expendi- 
tures among  family  members  is  also  e vident  from  these  tabulations.  The  pro- 
portion of  total  clothing  expenditures  allocated  to  women  and  girls  ranged 
froffi^  45*0  percent  in  small  cities  in  the  West  to  52,6  percent  in  small 
cities  in  the  North,  Clothing  expenditures  for  men  and  boys  acconnted  for 
34,2  to  40«3  percent  of  the  total  clothing  expense®  Expenditvires  for  cloth- 
ing for  infants  were  1,3  to  1.8  percent  of  the  total-  This  includes  only 
the  expenditures  of  families  for  infants  in  the  families,  and  does  not  in- 
clude expenditures  for  gifts  of  clothing  to  infants  outside  the  family,  or 
the  value  of  gifts  received  by  infants  in  the  family®  Thus,  the  low  level 
of  expenditures  reflects  both  the  relatively  small  proportion  of  families 
with  Infants  under  2 years,  and  also  the  importance  of  such  clothing  as 
gifts. 


The  slightly  smaller  relative  inportance  of  e^pfandit’ores  for  clothing 
for  women  and  girls  in  the  suburbs  probably  reflects  what  has  been  observed 
in  earlier  surveys — -that,  although  on  the  average,  women  do  spend  more  than 
men  for  clothing,  mothers  of  small  children  spend  less  than  their  husbands, 
provided  they  are  not  employed  outside  the  home® 

Expenditures  for  clothing  services,  which  varied  from  11-7  to  16^1  per- 
cent of  total  clothing  expenditiores  were  highest  in  the  South  and  lowest  in 
the  North  in  all  three  types  of  cities.  There  is  considerable  speculation 
on  how  the  cleaning  business  has  been  affected  by  the  increased  washability 
of  the  new  synthetic  fibers  which  are  being  used  for  garments  formerly  made 
of  fabrics  requiring  dry  cleaning.  Some  evaluation  of  this  may  be  possible 
from  a comparison  of  the  pre-  and  post-war  stzrvoy  data  when  they  are  avail- 
able in  more  detail.  However,  since  much  of  the  increased  use  of  these  fi- 
bers for  menswear  has  occurred  since  1950,  the  available  expenditure  sxarvey 
data  are  already  out-of-date  for  this  purpose. 

The  broad  class  averages  shown  in  table  2 conceal  some  differences  vdiich 
are  revealed  by  the  exrtensive  tabulations  of  the  data  by  cross— classificof- 
tions  of  families  by  characteristics  v^ich  affect  clothing  expenditures. 
Average  expenditures  of  families  of  different  sizes  within  these  regions 
and  classes  of  cities  show,  for  example,  that  single  consumers  in  large 
cities  in  all  three  regions  spent  substantially  more  than  single  consumers 
in  small  cities.  That  this  is  probably  a difference  associated  ^-dth  city 
size  and  not  merely  the  reflection  of  the  lower  income  level  of  single 
Consumers  in  small  cities  is  confirmed  by  a comparison  of  the  a-srei-age  ex- 
penditures of  consumers  vltb.  income  under  $2,000  in  the  lai'ge 
and  small  city  groups®  For  such  consumoi’s  also,  large  city  clothing 
expendituroc  exceed  those  in  oiiia3.1  cities* 


It  is  the  aaalysls  of  the  oxirvey  data  classified  hy  income  and  family 
composition,  including  the  age  of  family  members,  v/hich  is  most  helpful  in 
appraising  the  outlook  for  clothing  consumption*  V/hen  v/hat  we  Icnow  from 
these  surveys  about  the  spending  patterns  of  families  at  different  income 
levels  and  family  con^josition  is  related  to  v/hat  we  Imow  about  the  age 
and  income  level  of  the  population  in  the  immediate  future,  the  forces 
back  of  the  aggregate  data  are  more  understandable  and  forecasts  made  with 
more  assuranceo 

The  family  surveys  have  shown  that  generally  in  families  of  the  same 
size  and  income  level,  young  men  and  vjomen  spend  more  than  older  persons  for 
clothing*  The  1950  expenditures  for  women*s  and  girls*  clothing  by  tv/o- 
person  families  with  incomes  of  $3,000  tr  $h,0C0  in  large  cities  in  each  of 
the  three  regions  illustrate  this.  They  were  as  follows; 


Average 

e^enditure 

per  family 

for  women 

*s  and  girls 

* clothing 

by  1 

age  of  family  head 

Under 

25  ta 

65  to 

25  years 

35  years 

75  years 

Large  Cities  - Horth 

$193 

$203 

$130 

South 

215 

190 

175 

West 

IS9 

141 

«?4 

V/hen  sample  surveys  are  tabulated  in  such  fine  classifications  as  this,  the 
sampling  errors  of  the  averages  are  large  and  so  the  absolute  differences 
in  these  average  expenditures  must  be  used  cautiously*  The  importance  of 
quoting  them  for  the  present  discussion  is  to  paint  the  importance  the 

age  distribution  will  have  on  aggregate  spending  for  clothing  in  the  next 
few  years* 

The  proportion  of  the  population  over  65  years  ®ld  has  been  increas- 
ing in  the  past  few  years  and  is  e3?pected  to  continue  to  increase*  This 
will  probably  exert  a dampening  influence  on  the  trend  of  clothing  con- 
sumption® However,  the  rgpidly  growing-up  war  babies  are  causing  large 
increases  in  the  older  children  and  teenage  groups  where  clothing  expendi- 
tures are  relatively  high.  The  high  proportion  of  children  under  5 years 
during  the  late  19^0 >s  and  early  1950 tended  to  hold  percapita  expendi- 
tures for  children *3  clothing  at  a lower  level  than  can  be  expected  for 
some  years  to  come. 

Prewar  family  surveys  have  shown  that  although  the  average  expendi- 
tures increase  with  income  and  family  size,  the  proportion  of  clothing 
expenditures  to  income  is  rather  stable  over  a broad  middle— income  range 
and  tend  to  decrease  at  very  high  income  levels*  Similar  relationships 
appear  in  the  1950  datau  Average  clething  expenditures  per  family 


(including  clothin;  services)  were  about  11  or  12  percent  of  dis- 
posable family  income  in  each  of  the  three  $1, 000- income  groups 
between  $3* 000  aud  $6,000,  This  is  about  the  proportion  reported 
by  city  families  in  19^1«  but  below  that  reported  in  the  cities 
surveyed  in  19^5  through  19^9o 

V/hen  the  expenditure  trends  shown  by  the  national  aggregate 
data  are  examined  in  light  of  the  spending  patterns  exhibited  by  the 
family  surveys,  there  is  reason  to  be  optimistic  about  the  future 
demand  for  clothing.  On  any  basis,  total  or  per  capita,  clothing 
consumption  is  at  a high  level  compared  with  pre-war  years,  ^ilthough 
families  are  spending  a smaller  part  of  their  incomes  for  clothing 
than  in  the  war  and  immediate  post-war  years^  and  these  expenditures 
appear  to  be  subject  to  a greater  variety  of  coii5)etition,  the  popu- 
lation growth  and  changes  in  the  age  and  income  distribution  of 
families  should  give  rise  to  higher  e^enditures® 


Table  1 


INDEXES 

OF 

EXPENDITURES 

FOR  CLOTHING,  ACCESSORIES, 

(1947.49  = 100) 

AND  JEWELRY 

Years 

Index 

of 

Aggregate 

Expenditures 

t • 

! Index 

of 

Per  Capita 
Expenditures  ' 

in  current  dollars  in 

Index 

of 

Per  Capita 
Expenditures 

1947. L9  dollars 

1929 

48,3 

58.0 

96.4 

1930 

41.9 

49.8 

84.5 

1931 

35.5 

41.6  i 

77.5 

1932 

26,1 

' 30.3 

63.7 

1933 

23.5 

27.1  i 

59.2 

193^ 

28.3 

32.8 

65.5 

1935. 

30.3 

34,7 

68.7 

1936 

33.1 

37.8 

74.4 

1937 

34,9 

39.7 

73.7 

I93S 

» 

34.5 

39.1 

73.1 

1939 

0 

36,3 

40,3 

76.9 

1940 

38.2 

42.2 

79.4 

1941 

e 

45.4 

49.8 

89.5 

1942 

56.5 

61.8 

95.2 

1943 

69.2 

75.0 

110.9 

1944, ... 

« 

75.6 

83.2 

114.7 

1945 . . 

85.1 

93^9 

122.9 

1946 

95.9 

100,2 

119.7 

1947. 

99.1 

100.8 

104.0 

1948 

103.1 

102,7 

98.9 

1949 

97.9 

96.4 

97.1 

1950 

98.0 

94.5 

96.4 

1951 

104,6 

99.6 

93.3 

1952 

107.1 

100.2 

94.5 

1953 

0 

106,3 

98,3 

93.9 

1954 

105.9 

95.8 

• 1 

92.0 

3oiir<^e:  Derived  from  Personal  Consumption  Expenditures  Series,  Office 
of  Business  Economics,  and  Population  Estimates,  Bureau  of 
the  Census,  U.  S.  Department  of  Commerce. 

By  Division  of  Prices  and  Cost  of  Living,  Bureau  of  Labor 
Statistics,  U.  S.  Department  of  Labor. 
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Table  2 

SURVEY  OF  CONSUMER  EXPENDITURES  IN  1950 
FAMILY  CLOTHING  EXPENDITURES:  BY  CLOTHING  GROUPS  IN 
THREE  CITY  CLASSES  V/ITHIN  REGIONS 


Region 


City  class  and 
clothing  group 


North 


South 


West 


•Average  Percent ; Average  Percent 'Average  Percent 


1 

Large  cities  * 

1 

1 

i 

] 

Total  clothing. j 

$457 

100.0  ^ 

$412 

100,0  i 

$423 

100.0 

Women's  & Girls’  clothing  ; 

228 

49.9  ! 

200 

48.5  j 

204 

48.2 

Men's  & Boys'  clothing. , , 

161 

35.2 

l4l 

34.2  1 

151 

35.7 

Children  under  2 years... 

7 

1.5 

7 

1.7  . 

6 

1.4 

Clothing  Services 

Total  clothing  expenditure 

61 

13.3  ; 

64 

15.5  1 

1 

i 

62 

14.7 

as  a percent  of  dis- 
posable income 

11.5 

11.7 

10.9 

Average  disposable  income.. 

$3,958 

$3,5l4 

$3,887 

Average  family  size  t/ 

1 

3.0 

3.0 

2.8 

— — j_ 

Suburbs  1 

1 

1 

1 

f 

i — — 

\ 

Total  clothing.... ' 

$452 

100,0  ' 

' $435 

100.0  1 

1 $4l4 

100.0 

Women's  & Girls’  clothing  j 

207 

45.8  1 

I 201 

46.2  i 

: 190 

45.9 

Men's  & Boys*  clothing...  , 

182 

40.3  i 

156 

35.9 : 

155 

37.4 

Children  under  2 years...  . 

8 

1.8  1 

i 8 

1.8  ' 

7 

1.7 

Clothing  Services. ' 
Total  clothing  expenditure 

55 

12.2  ! 

! 70 

16.1 

62 

15.0 

as  a percent  of  dis-  j 

posable  income.. j 

9.6  ■ 

10.5 

10.2 

Average  disposable  income..  ! 

$4 

,690 

$4,124  ; 

$4,065 

Average  family  size  l/ ' 

3.2 

3-3 

3.1 

Small  cities  j 

i 

Total  clothing 1 

$4ll 

100.0 

$381 

100.0  j 

$422 

100.0 

Women's  & Girls'  clothing  ■ 

216 

52.6  1 

182 

47.8  i 

190 

45.0 

Men's  8c  Boys'  clothing...  . 

l4l 

34.3  ; 

138 

36.2  1 

169 

40.0 

Children  under  2 years...  ; 

6 

, 

, 5 

1-3 

6 

1.4 

Clothing  Services, 

Total  clothing  expenditure 
as  a percent  of  dis- 
posable income 

Average  disposable  income., 
Average  family  size  l/..... 


i4.7 


57 


13.5 


10.8 

$3,894 

3.0 


1/  Includes  1-perscn  families, 
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OUTLOOK  FOR  DAIRY  PHODUCTS  IN  I956  y 

Statement  presented  by  H.  C.^^iesel  at  the 
33^^  Annual  Agricultui'al  Outlook  Conference 
Washington^  D.  0.  November  30,  1955 


+ ® past  year  has  brought  about  improvement  in  some  of  the  economic 

^ 1 ’ u.airy  farmers.  Hcvever^  the  dairy  industry  as  a vhole  is 

thpr<=  a^ong  in^a  condition  of  "uncertain  disequilibrium" . That 

is  not  questioned.  Not  only  does  supply  exceed 
^ ^ n^^  at  support  levels  but  returns  to  farm  labor  resources  engaged  in 
continue  relatively  low.  The  uncertain  element  concerns  the 
proDabie  d’jration  and  magnitude  of  the  disequilibrium. 


P^c<3,UGtion  of  milk  showed  some  signs  of  stabilizing  in  195^  and 
any  after  an  unprecedented  rise  from  I952  to  mid-1954.  In  1954  and 
1955^  prices  to  farmers  for  milk  and  butterfat  have  been  below  average 
relative  to  beef  cattle,  but  have  been  above  average  relative  to  hogs  since 
ugust  1955*^  Serious  drought  in  many  portions  of  the  country  also 
es  rictea  milk  flow  in  the  summer  and  early  fall  of  1954,  though  total 
ou  put  was  above  a year  earlier  most  of  the  time.  From  December  195^  to 
e spring  of  1955^  production  was  significantly  below  that  of  a year  ear- 
o-ier.  However,  with  stable  prices  to  farmers  for  milk  compared  with 
le  ^ced  prices  for  feeds  and  some  other  items,  production  began  to  expand 
y he  second  half  of  1955*  In  recent  months  the  flow  has  been  several 
percent  above  a year  earlier.  Production  for  the  calendar  year  1955  will 
e 124.5  billion  pounds  to  I25  billion  pounds  as  compared  with  I23.5  bil- 
lon in  1954  and  121.1  billion  in  1953'  The  number  of  milk  cows  on  farms 
probably  is  still  a little  below  a year  earlier  but  with  better  quality 
cows,  better  quality  roughage  in  many  sections  of  the  country  and  con- 
xnued  high  feeding  rates  of  concentrates,  the  rate  of  milk  production  per 
cow  probably  will  continue  to  increase . Even  with  no  increase  in  cow 
niters  for  195^^  total  production  of  milk  probably  will  be  from  126  to 
7^ billion  pounds.  Continuation  of  present  relationships  for  dairying 
could  well  lead  to  an  increase  in  milk  cow  numbers  by  the  end  of  195^ . 


Now  let  us  consider  what  has  happened  to  consumption  in  the  past 
2 years.  You  will  recall  that  support  prices  for  milk  and  butterfat  were 
reduced  on  April  1,  1954.  It  took  several  months  for  this  reduction  to 
be^transferred  through  to  retail  levels  on  all  products.  Hence,  we  can. 
ge^  the  most  clear-cut  comparison  between  consumption  before  and  after  the 
adjustment  in  support  level  by  comparing  calendar  year  1955  with  calendar 
year  1953*  Consumer  incomes  reached  a record  high  in  1955j  averaging  3 
percent  greater  per  person  than  in  1953*  Retail  prices  for  milk  and  its 
products,  on  the  other  hand,  were  5 percent  lower  on  the  average  in  1955 
than  in  1953*  Despite  these  two  favorable  developments,  commercial  con- 
sumption of  dairy  products  as  a group,  per  person,  increased  only  about 
1 percent  from  1953  to  1955 • Fer  capita  consumption  of  creamery  butter 
from  commercial  sources  increased  7 percent  from  1953  to  1955^  accompanied 
by  a reduction  in  retail  prices  of  10  percent.  However,  consumption  of 
American  cheese  showed  no  change  and  consumption  of  fluid  milk  and  cream 
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from  commercial  sources  showed  only  about  a one-pound  increase.  In  the 
aggregate,  per  capita  consumption  of  dairy  products  as  a group  in  1955 
will  approximate  682  pounds  compared  with  674  po^onds  in  1953  • The  compar- 
atively small  increase  in  per  capita  consumption  of  dairy  products  as  a 
group  from  1953  to  1955  suggests  that  the  long-run  decline  in  demand  per 
person  for  milk  and  its  products  has  continued,  although  demand  appears 
to  have  increased  for  some  items,  especially  fluid  whole  milk.  The  decline 
has  centered  mainly  on  items  high  in  milk  fat. 

Total  commercial  use  of  milk  products  by  civilians  in  the  United 
States  in  1955  will  be  about  112  billion  pounds  (milk  equivalent)  compared 
with  109  billion  in  1954.  Other  major  outlets  in  1955  are  calf  feeding, 

3.4  billion;  commercial  exports  and  shipments,  1.0  billion;  and  regular 
military  purchases,  2.3  billion.  The  increase  in  population  in  195^,  with 
consumption  at  1955  per  capita  rates,  would  account  for  an  increase  of 
about  2 billion  pounds  over  1955*  In  this  case  the  quantity  sold  to  the 
CCC  for  price  support  in  195h  would  approximate  the  4.6  billion  pounds  of 
1955 > compared  with  9*1  billion  in  calendar  year  1954. 

Purchases  of  dairy  products  by  the  CCC  in  recent  weeks  have  av- 
eraged larger  than  a year  earlier.  However,  for  this  marketing  year  to 
date,  purchases  of  butter  and  cheese  are  substantially  smaller  than  a year 
earlier,  while  purchases  of  nonfat  dry  milk  are  equal  to  those  in  the 
preceding  marketing  year.  On  the  other  hand,  private  stocks  of  many  dairy 
products,  including  butter  and  cheese,  have  been  increased  to  a greater 
extent  this  year  than  last.  Conceivably,  a part  of  these  stocks  could  be 
offered  to  the  CCC  before  the  close  of  this  marketing  year.  With  broader 
authority  for  disposing  of  its  stocks  provided  by  the  Agricultural  Act 
of  1954,  the  rate  of  disposition  of  dairy  products  by  CCC  has  greatly 
exceeded  its  purchases  in  the  past  year  and  a half.  This  stands  in  sharp 
contrast  to  the  period  from  1952  to  mid-1954  when  stocks  reached  record 
highs.  At  the  present  time,  uncommited  stocks  of  butter  and  nonfat  dry 
milk  are  relatively  low  but  stocks  of  cheese  continue  high. 

Cash  farm  receipts  from  the  sale  of  dairy  products  increased  in 
1955  in  contrast  to  a further  decline  in  receipts  from  farm  marketings  as 
a whole . The  decline  in  farmers ' receipts  from  the  sale  of  milk  products 
from  a record  of  4.6  billion  dollars  in  1952  to  4.2  billion  dollars  in 
1955  does  not  indicate  the  entire  decline  in  receipts  from  the  dairy  enter- 
prise. In  many  instances  the  decline  in  price  for  cattle  and  calves 
accounted  for  as  great  a decline  in  cash  receipts  from  the  sale  of  sur- 
pluses or  cull  animals  as  did  the  drop  in  price  for  dairy  products . In 
the  coming  year  there  may  be  a moderate  increase  in  receipts  from  the  sale 
of  milk  and  milk  products  although  prices  to  farmers  for  milk  and  butter- 
fat  will  again  be  influenced  by  the  level  of  support  yet  to  be  announced 
for  the  period  beginning  April  1,  1956.  Net  returns  from  the  dairy 
operation  may  show  another  slight  increase  in  1956;  since  costs  of  some 
items,  especially  feed,  will  be  lower  than  they  were  in  much  of  1955* 
Nevertheless,  hourly  returns  to  labor  engaged  in  dairy  farming  will  continue 
low  relative  to  both  non-agricultural  pursuits  and  some  other  types  of 
farming.  Over  time,  if  continued,  this  condition  may  tend  to  restrict  the 
rate  of  milk  output  but  probably  will  have  little  influence  on  1956 
production. 


- 3 - 


In  the  past  2 marketing  years,  production  of  milk  in  the  United 
States  has  exceeded  commercial  outlets  by  k to  6 billion  pounds,  milk 
equivalent.  In  coming  years,  is  this  difference  likely  to  increase  or 
decrease?  First,  let  us  consider  prospects  for  milk  production.  A number 
of  long-term  improvements  in  dairy  farming  are  being  adopted  to  an  in- 
creasing extent.  As  a result,  the  rate  of  increase  in  production  per  cow 
may  even  be  accelerated  in  the  next  several  years.  Continued  relative 
improvement  for  dairy  farming  in  the  next  1 to  3 years  may  result  in  an 
upturn  in  milk  cow  numbers,  also.  As  a result,  a significant  annual  in- 
crease in  milk  production  seems  likely  in  the  near  future  barring  sharply 
subnormal  crops  and  pastures.  Further  increases  may  occur  in  consumer 
incomes  but,  as  has  been  observed  in  recent  years,  demand  for  dairy  prod- 
ucts increases  very  slowly  with  an  increase  in  per  capita  income.  It 
may  well  be  that  demand  for  milk  fat  in  the  form  of  butter  and  in  ice 
cream  and  heavy  fluid  cream  may  continue  to  decline,  so  that  we  will 
observe  a continued  decline  in  demand  for  milk  products  as  a group.  If 
this  is  the  case,  the  total  demand  for  dairy  products  will  increase  less 
rapidly  than  will  the  population  of  the  country.  With  production  promis- 
ing to  increase  at  least  as  rapidly  as  the  population,  there  seems  no 
immediate  end  to  the  disequilibrium  at  present  support  levels. 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Agricultural  Marketing  Service 

^ THE  AGRICULTURAL  OUTLOOK 

Talk  lay  Frederick  V.| Waugh,  Director 
Agricultural  Economics  Division 
at  the  33rd  Annual  Agricultural  Conference 
Washington,  D.  C.,  November  28,  1955 


When  we  met  a year  ago,  we  expected  business  conditions  to  continue  to 
improve.  But  we  expected  some  drop  in  farm  income,  with  agricultural  prices  in 
1955  averaging  no  hi^er  than  those  prevailing  in  the  fall  of  1954. 

We  were  right  in  direction,  hut  we  underestimated  the  size  of  the  changes. 
Actually,  we  have  experienced  a business  boom.  Employment,  industrial  produc- 
tion, and  "tlie  gross  national  product  are  all  somewhat  greater  than  we  anticipated. 
Actually,  we  have  experienced  a sharper  drop  in  agricultural  prices  and  farm  in- 
come than  we  expected.  Prices  of  farm  products  fell  about  5 percent  from  1954 
to  1955*  Realized  net  farm  income  fell  10  percent. 

Looking  ahead  to  195^,  we  again  ej^ect  business  conditions  to  be  very  good. 
We  again  expect  agricvG.tural  prices  and  incomes  to  lag  behind. 

If  the  exi)ansion  in  hog  production  will  come  to  a halt  some  time  next  year, 
livestock  producers  may  get  about  the  same  incomes  in  195^  as  in  1955*  But  we  ex- 
pect further  declines  in  the  prices  of  major  crops  and  in  the  Incomes  of  farmers 
producing  these  crops.  With  average  weather,  total  crop  output  is  likely  to  be 
high  again.  There  will  likely  be  no  significant  reductions  in  carryover  stocks. 
Present  legislation  permits  lower  levels  of  price  supports  for  some  major  crops. 

This  would  indicate  a further  drop  in  cash  receipts  from  farm  marketings. 
Production  costs  are  not  likely  to  go  down  much — considerably  lower  feed  costs 
being  largely  offset  by  higher  costs  of  manufactured  goods.  Marketing  charges, 
too,  are  likely  to  average  higher  in  195^  than  in  1955 • 

In  other  words,  we  eaqpect  the  "cost-price  squeeze"  to  continue  in  195^*  We 
expect  some  further  drop  in  net  farm  incomes.  We  have  never  been  able  to  fore- 
cast the  exact  amovint  of  change  in  farm  income,  I siiall  not  attempt  it  now. 
own  feeling,  based  on  discussions  with  our  economists  and  statisticians,  is 
that  the  drop  from  1955  to  195^  will  be  less  than  that  from  1954  to  1955* 

This  leaves  out  of  account  any  changes  in  farm  programs  that  may  be  made 
in  the  coming  session  of  the  Congress.  Such  changes  could  affect  the  long-term 
outlook  very  substantially.  But  I doubt  if  they  wovild  affect  the  195^  outlook 
very  decisively.  No  adjustments  in  the  farm  programs  are  likely  to  make  an 
immediate  change  in  the  basic  economic  facts  confronting  the  farmer.  It  took 
several  yeairs  for  American  agriculture  to  get  into  its  present  troubles.  Econo- 
mists and  statesmen  can  help  to  get  it  out,  but  it  will  take  time  to  do  it. 

To  understand  the  agricultural  outlook  we  must,  of  co\n:se,  study  the  basic 
economic  facts,  including  current  and  foreseeable  trends.  My  talk  today  will 
be  a brief  discvission  of  15  charts. 
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Farmers  Have  Not  Shared  the 
General  Prosperity  of  Recent  Years 


FARM  INCOME  ( BIL.$  ) 


NAT’L  INCOME  (BIL  $ ) 


200 


1910 


1920 


1930 


1940 


1950 


♦ farm  income  refers  to  net  income  from  agricultural  sources  to  persons  living  on  farms 

^DEPARTMENT  OF  COMMERCE  ESTIMATES  OF  NATIONAL  INCOME  HAVE  BEEN  ADJUSTED  TO  MAKE  THEM 
COMPARABLF  WITH  FARM  INCOME  EST/MATE5 


U.  S.  DEPARTMENT  OF  AGRICULTURE 


MEG.  1728-  55  ( 11)  AGRICULTURAL  MARKETING  SERVICE 


Agrlc\altiiral  economists  have  long  recognized  that  there  is  usxially  a high  corre- 
lation between  changes  in  national  income  and  changes  in  farm  income.  The  first 
chart  shows  this  fact  ver^^'  clearly  for  most  of  the  period  from  1910  to  date.  In 
general,  farm  Income  has  gone  up  whenever  national  income  has  risen.  In  general, 
farm  income  has  dropped  when  national  income  has  fallen. 

Since  19IO  there  have  been  two  periods  in  which  the  relation  between  farm  income 
and  national  income  was  unusxxal.  The  first  was  the  World  War  I period  from  1917 
through  1920.  In  this  period  farm  income  rose  much  more  than  did  national  income. 
This  was  the  result  of  a huge  and  unexpected  foreign  demand  for  some  of  our  prin- 
cipal farm  products. 

Aside  from  World  War  I,  the  only  other  period  where  the  relationship  looks  de- 
cidedly ‘onusual  is  that  of  recent  years,  especially  since  1951*  Since  1951^ 
national  income  has  risen  very  substantially.  During  this  same  period  the  trend 
in  farm  income  has  been  definitely  downward.  In  other  words,  the  farmer  has  not 
shared  in  the  general  increase  in  prosperity  in  recent  years.  This  has  probably 
been  due  mainly'-  to  three  factors.  First,  very  high  rates  of  agricultural  pro- 
duction and  large  carryovers  of  farm  products;  second,  a considerable  drop  in 
agricult\iral  exports  from  1951  lo  1952;  and,  third,  inflexibility  of  costs  of 
production  and  marketing  which  failed  to  go  down  when  farm  income  was  falling. 

I shall  return  to  this  chart  at  the  end  of  my  talk  and  shall  discuss  briefly  some 
of  its  main  economic  inqplications  to  agriciilture  and  to  the  rest  of  the  economy. 
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Prices  received  "by  farmers  in  mid-October  averaged  5 percent  below  those  of  a 
year  earlier.  On  the  other  hand,  prices  paid  by  farmers,  including  interest, 
tSLxes,  and  farm  wage  rates  in  mid-October  were  almost  the  same  as  in  October 
1954.  The  October  parity  ratio  was  5 percent  below  that  of  a year  earlier  and 
the  lowest  since  World  War  II  began. 

The  parity  ratio  is  siii5)ly  the  ratio  between  the  two  lines  on  the  top  part  of 
the  chart.  It  reached  a high  of  123  in  October  19^6.  The  post-Korean  peak  was 
113  in  Febinaary  1951.  Since  that  time  the  parity  ratio  has  fallen  rather  stead- 
ily, reaching  a low  of  82  in  October  1955* 

A year  ago  I said  that  a parity  ratio  between  85  to  95  would  not  be  out  of  line 
with  the  ratios  realized  in  peacetime  years  of  high  e2iQ)loyment  in  the  past. 
However,  the  October  1955  parity  ratio  of  82  is  lower  than  we  should  expect  in 
a time  of  general  economic  boom. 

Looking  ahead  to  next  year  we  expect  some  further  decline  in  the  index  of  prices 
received  by  farmers,  but  not  much  different  from  the  lows  being  reached  this 
fall.  This  is  mainly  due  to  expected  lower  average  prices  of  major  crops  in 
1956.  Prices  of  livestock  and  livestock  products  may  average  close  to  those  of 
this  year,  especially  if  the  Increase  in  hog  production  comes  to  a halt.  Beef 
cattle  prices  amy  iiiQprove  somewhat.  Milk  prices  should  average  about  the  same 
as  in  1955*  Prices  of  hogs  and  of  poultry  products  may  average  a little  lower. 
In  the  case  of  major  crops,  we  now  have  very  large  supplies,  including  heavy 
carryovers.  With  normal  weather  we  can  expect  large  crops  again  next  year. 

Price  supports  of  some  major  crops  can  be  reduced  under  present  legislation. 
Presianably  support  levels  for  some  of  these  crops  will  be  lowered. 
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Gross  Incomes 
Down  11 
Net  Incomes  Down  28  %, 
from  1951  to  1955 
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From  the  end  of  World  War  II  to  1948  there  was  a steady  Increase  in  gross  farm 
income.  But  in  19^9  gross  income  dropped  3 "billion  dollars.  This  was  the 
largest  drop  in  any  postwar  year.  It  dovibtless  resulted  in  part  from  the  mod- 
erate business  recession  of  1949*  Then  came  Korea  and  a sharp  increase  of  about 
5 billion  dollars  in  gross  income  from  1950  to  1951 • Since  1951  the  trend  has 
been  down.  It  has  lost  most  of  the  Korean  bulge,  but  it  is  still  slightly  above 
the  1950  level.  We  expect  some  f\u:ther  decline  in  gross  income  in  1956.  This  is 
due  mainly  to  expected  drop  in  prices  of  crops.  To  some  extent  it  also  reflects 
the  effects  of  tightening  acreage  allotments  and  marketing  quotas. 

Although  the  pesdt  in  gross  farm  income  occurred  in  1951^  "the  peak  in  resQ-ized 
net  income  was  in  1947*  Net  farm  income  dropped  substantially  from  the  peak  of 
1947  to  a temporary  low  in  1950.  There  was  a gain  of  some  2 billion  dollars  in 
1951>  when  farm  prices  reached  their  all-tin«  high.  Since  then  there  has  been 
another  drop  amounting  to  over  4 billion  dollars. 

There  may  well  be  a slight  drop  in  production  expenses  due  almost  entirely  to 
lower  prices  of  feed  and  other  items  originating  in  agriculture.  But  we  expect 
some  further  decline  in  realized  net  farm  income  in  1956. 
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Income  Per  Farm  Down 
Less  than  Total  Income 
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While  the  realized  net  income  of  agriculture  as  a whole  dropped  almost  30  per- 
cent since  1951^  the  n\miber  of  farms  dropped  about  10  percent  so  that  realized 
net  income  per  farm  is  down  about  20  percent.  On  a per  farm  basis,  net  income 
in  1955  not  much  lander  that  of  1950.  In  terms  of  constant  purchasing  power, 
however,  the  per  farm  income  this  year  is  appreciably  less  than  in  1950. 

Our  estimates  of  farm  income,  whether  on  an  aiggregate  basis,  a per  farm  basis, 
or  per  capita  basis,  are  often  criticized  because  they  include  a large  nuniber 
of  noncommercial  farmers  who  have  very  low  incomes.  The  average  income  of 
coMaercial  farms,  is  of  course,  above  the  average  income  for  all  farms.  But 
the  difference  should  not  be  over-emphasized.  Just  to  gain  some  perspective, 
assume  for  the  moment  that  the  three  million  commercial  famers  received  the 
entire  10.6  billion  dollars  of  realized  net  income  of  all  f aimers  in  1955^ 
(obviously  an  overstatement).  This  works  out  to  about  $3>500  per  farm.  Dees 
this  seem  like  an  exceptionally  high  income  compared  with  the  incomes  of  about 
$4,000  a year  now  being  earned  by  factory  workers?  Remember  that  the  commer- 
cial farmer  has  high  investments.  Also,  that  farming  today  requires  a high 
level  of  technical  and  managerial  con5)etence  con5>arable  to  that  of  the  most 
highly  skilled  workers. 
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Farm  People  Now  Get  1/3  of  Income 
from  Non  farm  Sources 
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So  far  we  have  talked  about  gross  and  net  income  from  agricultural  sources.  This 
chart  shows  o\ar  estimates  of  farmers'  incomes  from  all  sources,  nonfarm  as  well 
as  farm.  It  also  shows  the  downward  trend  of  the  farm  population. 

Farm  people  are  now  getting  about  a third  of  their  income  from  nonfarm  sources. 
For  this  reason  their  total  income  has  not  varied  so  much  as  has  their  income 
fr(3m  farm  sources  alone.  Their  Income  from  nonfarm  sources  has  held  fairly 
stable  during  recent  years,  while  their  income  from  farm  sources  has  fallen. 

The  farm  population  in  1955  is  about  12  percent  smaller  than  that  of  1950*  Even 
thovigh  farm  population  is  smaller  than  in  1951>  it  has  not  dropped  so  much  as 
has  the  farmer's  income  from  all  soiorces.  This  will  be  seen  more  clearly  in 
the  following  chart. 
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When  ve  show  the  per  capita  incomes  of  farmers  and  the  per  capita  incomes  of  non- 
farmers on  the  same  chart  we  often  get  into  an  argument  about  the  difference  in 
level  between  the  two  figures.  Note  that  this  chart  does  not  show  the  number  of 
dollars  received  by  farmers  and  nonfarmers.  Rather,  it  shows  index  numbers  with 
the  base  period  19^7-^9=100* 

Most  of  the  time  since  193^  there  has  been  a high  correlation  between  changes 
in  per  capita  farm  income  and  per  capita  nonfarm  income.  Note  that  from  193^ 
through  19^8  per  capita  farm  incomes  rose  more  than  did  per  capita  incomes  of 
persons  not  on  farms. 

Since  1951^  however,  the  per  capita  inccmies  of  farmers  has  been  trending  down- 
ward, -irtiile  the  per  capita  income  on  nonfarmers  has  been  trending  upward. 

Between  1951  195^^  the  per  capita  income  of  farm  people  dropped  7 percent, 

while  the  per  capita  income  of  nonfarm  people  went  up  5 percent.  The  figures 
in  1955  are  not  an  in  yet.  However,  it  looks  as  thoiigh  per  capita  incomes  of 
persons  on  farms  declined  further  from  195^  to  1955 ^ while  the  per  capita  in- 
comes of  persons  not  on  farms  continued  to  rise  as  a result  of  the  business 
boom  and  rising  wages. 
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Farm  Debt  Increasing 
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Total  farm  debt  dropped  from  9.9  billion  dollars  in  1942  to  7.6  billion  dollars 
in  1945.  Since  1945  it  has  been  steadily  increasing,  reaching  a total  of  15*5 
billion  dollars  in  1955*  Both  real  estate  mortgage  debt  and  other  farm  debts 
have  been  Increasing. 

Of  course,  these  figures  do  not  indicate  by  any  means  that  the  average  farmer 
is  approaching  bankruptcy.  The  total  value  of  farm  assets  is  much  higher  than 
total  farm  debt.  In  spite  of  the  recent  trends  in  debt,  the  farm  financial 
sitiiation  is  very  good  compared  with  the  prewar  situation. 


The  well-being  of  farmers  is  not  measured  entirely  by  income  nor  by  debt.  There 
are  at  least  two  indexes  which  show  a more  optimistic  picture. 

First,  land  values  have  held  steady  in  recent  years  wliile  farm  Incomes  were 
dropping.  In  fact,  average  value  of  farm  land  per  acre  on  July  1,  I955  was 
5 percent  higher  than  a year  earlier. 

Second,  the  level-of -living  index  shows  a continuous  in^jrovement,  indicating 
that  farmers  are  getting  more  of  the  good  things  of  life  such  as  automobiles, 
radios,  electricity,  and  telephones. 
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Consumer  Income  and  Demand  for  Food 
S BiL.  Have  Risen  Steadilv 
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Since  1939  there  has  been  a renffiirkable  increase  in  disposable  Income  of  con- 
STjmers.  The  per  capita  piarchasing  pover  of  the  average  consxnner  has  increased 
very  s\ibstantially,  allliough  part  of  their  increase  in  dollar  income  has  been 
dissipated  by  higher  prices. 

High  consijmer  income  has  resulted  in  a strong  demand  for  food.  Consumers  have 
been  spending  year  by  year  about  a fourth  of  their  disposable  income  for  food. 
Their  food  expenditures  have  gone  tq)  in  proportion  to  their  disposable  income. 
The  demand  for  food  at  retail  has  been  strong,  is  strong  now,  and  is  expected 
to  be  strong  in  1955* 

We  must  remember,  however,  that  these  figures  on  food  expenditures  are  in  terms 
of  retail  prices.  The  increaise  in  food  expenditures  has  not  all  been  reflected 
in  feuma  incomes.  We  shall  discuss  this  further  in  connection  with  Chart  l4. 
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Farm  Exports  Up  Moderately 
in  Last  2 Years 
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Not  only  has  the  domestic  demand  for  food  been  high  since  the  war,  the  demand 
for  exports  has  been  high,  too.  Farm  income  has  been  maintained  partly  by  high 
commercial  exports  and  partly  by  exports  that  were  financed  by  the  Government. 

The  export  demand  has  not  been  nearly  so  stable  as  the  domestic  demand.  The 
value  of  farm  exports  dropped  almost  one-third  from  the  crop  year  1951-52  to 
the  crop  year  1952-53*  Since  that  time  the  value  of  exports  has  Increased 
moderately. 

In  1955-5^j  we  expect  the  volume  of  our  agricultural  exports  to  be  maintained 
at  about  the  levels  reached  in  195^-55*  Business  is  good  in  most  foreign  coun- 
tries, and  the  demand  for  agricultiural  products  is  strong.  But  foreign  supplies 
of  farm  products  are  increasing.  Competition  in  foreign  markets  is  active.  We 
can  maintain  our  farm  exports  only  by  vigorous  Government  programs. 


- 11 


Carryovers  of  Major  Farm 
Commodities  Very  High 
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The  carryover  stocks  of  wheat,  cotton,  and  com  have  heen  increasing  very  rap- 
idly during  the  past  three  years.  The  chart  also  shows  rovigh  estimates  of 
probable  carryover  stocks  of  these  connnodities  in  the  middle  of  1956.  Please 
note  that  we  have  not  had  time  to  bring  this  chart  up  to  date  in  order  to 
reflect  the  recently-increased  estimate  of  1955  cotton  production.  Present 
indications  are  that  by  mid-1956,  the  carryover  of  cotton  will  be  increased 
significantly,  that  the  wheat  carryover  will  be  up  slightly,  and  that  the  com 
carryover  will  be  about  the  same  as  it  was  this  year.  Again,  most  stocks  will 
be  held  by  the  CCC. 

Con^aring  the  carryovers  at  the  middle  of  1952  with  those  in  the  middle  of 
1955#  ve  see  that  wheat  had  increased  almost  4 times,  cotton  almost  4 times, 
and  com  about  ^ times. 

On  the  other  hand,  the  carryover  of  food  fats  and  oils  dropped  about  40  percent 
from  1954  to  1955#  largely  as  the  result  of  heavy  exports.  A further  decrease 
is  expected  by  the  end  of  the  present  crop  year. 

Large  carryover  stocks  of  major  farm  commodities  is  one  of  the  most  difficult 
aspects  of  the  farm  outlook.  The  rapid  growth  in  carryover  stocks  during  the 
past  few  years  is  an  indication  that  we  have  not  brovight  o\ir  production  etnd 
consumption  into  balance.  We  obviously  m\ast  find  some  way  of  further  reducing 
production  of  some  major  commodities  or  else  stimulating  greater  consumption 
of  them. 
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The  total  output  of  fann  products  has  continued  to  grow  since  the  war.  This 
has  occurred  while  the  farm  population  has  been  steadily  dropping.  It  is  a 
tribute  to  the  increasing  efficiency  of  farmers.  But  it  also  confronts  agrl- 
c\alture  with  serious  problems. 

The  chart  shows  that  total  farm  output  has  increased  rather  steadily  since 
1950,  reaching  a record  high  level  in  1955*  The  trend  in  the  output  of  crops 
has  been  somewhat  \aneven,  and  the  increase  in  crop  output  has  been  much  less 
than  the  increase  in  the  output  of  livestock  and  livestock  products. 

Looking  ahead  to  195^,  we  can  expect  continued  high  agricultural  output.  With 
good  weather,  total  output  might  well  equal  that  of  1955* 
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Feed  supplies  are  extremely  high  this  year  and  feed  prices  are  relatively  low. 
The  present  feed  supplies  per  animal  unit  are  a record  high. 

This  sitmtion  encourages  high  rates  of  feeding.  It  is  likely  to  mean  higher 
milk  production  per  cow  and  increased  egg  production  per  hen. 

Also,  plentiful  sv5>plies  of  feed  tend  to  encourage  increases  in  the  nimiber  of 
animals  bred  and  raised  on  farms.  In  195^^  however,  we  do  not  look  for  any 
substantial  Increase  in  the  numbers  of  farm  animals,  mainly  because  we  seem  to 
be  near  the  top  of  the  cattle  production  cycle. 


Prices  Paid  for  Farm-Produced 
Items  Down,  Most  Others  Up 
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We  have  discussed  the  sitmtlon  concerning  farm  income,  demand  and  supply.  We 
next  txim  briefly  to  two  charts  concerning  trends  in  cost. 

The  index  of  prices  paid  by  farmers  for  production  items  dropped  noticeably 
from  1952  to  1953  and  since  has  remained  about  steady.  This  index,  however, 
is  an  average  of  two  divergent  trends.  Prices  paid  for  feed,  livestock  and 
seed  have  dropped  substantially.  These  are  things  one  farmer  b^ays  from  another 
farmer.  However,  at  the  same  time  the  prices  of  nonfarm  items  have  continued 
to  creep  upward. 

The  prospects  are  that  prices  of  feed,  livestock  and  seed  will  remain  low  in 
1956  and  the  prices  of  nonfarm  items  will  continue  to  creep  upward.  The 
general  level  of  prices  paid  by  farmers  next  year  is  not  likely  to  be  greatly 
different  than  that  of  this  yean. 


- 15  - 


The  Farmer^s  Share  of  the 
Consumer's  Dollar  Has  Dropped  * 
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Not  only  have  the  costs  of  farm  production  been  increasing,  the  costs  of  mar- 
keting food  have  been  increasing,  too. 

In  the  past  few  years  retail  prices  of  food  have  declined  very  little  in  spite 
of  a sharp  drop  in  prices  at  the  farm.  In  other  words,  there  has  been  a widen 
ing  of  the  gap  between  prices  at  the  farm  and  prices  in  city  retail  stores. 

In  connection  with  the  chart  on  cons\mier  disposable  Income,  we  mentioned  that 
the  demand  for  food  continues  to  be  very  strong  in  terms  of  retail  prices.  A 
substantial  part  of  consumer  food  expenditures,  however,  was  absorbed  by  mar- 
keting, including  processing,  packaging,  transporting,  storing,  wholesaling, 
and  retailing. 

The  lower  share  of  the  dollar  going  to  the  farmer,  shown  in  this  chart,  is  not 
primarily  at  least,  a reflection  of  Increased  services.  These  data  are  based 
upon  the  so-called  "market  basket  of  farm  foods."  The  same  foods  are  priced 
from  year  to  year,  so  far  as  it  is  possible  to  do  so. 

The  increased  marketing  margin  is  primarily  due  to  higher  wages.  There  are 
some  other  factors,  especially  increased  freight  rates.  These  factors,  too, 
are  related  to  the  trend  in  wages. 
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Farmers  Have  Not  Shared  the 
General  Prosperity  of  Recent  Years 
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At  this  point  I would  like  to  turn  back  to  Chart  1.  We  have  already  pointed 
out  that  fanners  have  not  shared  the  increasing  prosperity  of  recent  years. 

There  are  two  main  schools  of  thought  concerning  the  relation  between  national 
income  and  farm  income.  Some  people  argue  that  a rise  in  national  income 
causes  a rise  in  farm  income.  Some  others  contend  that  a rise  in  farm  income 
causes  an  increase  in  national  income.  Neither  theory  seems  to  be  supported 
by  the  trends  of  the  past  few  years . Farm  income  has  been  dropping,  while 
national  income  has  been  rising. 

The  chart  shows  clearly  that  there  has  been  a very  high  correlation  between 
farm  income  and  national  income  during  most  of  the  period  from  1910  to  date. 
The  only  major  exceptions  are  the  period  of  World  War  I and  the  period  since 
19^8.  For  those  who  support  the  7“to-l  theoiy,  I wo\ild  like  to  point  out  that 
during  most  of  this  period  national  income  was  about  12  times  as  great  as  net 
income  from  agricultural  so'urces  to  persons  living  on  farms.  This  might  sup- 
port a 12-to-l  theory  rather  than  a 7-to-l  theory.  Thus,  one  might  argue  that 
each  dollar  added  to  farm  income  generated  a $12  increase  in  national  income 
rather  than  a $7  increase.  If  he  wanted  a larger  multiplier,  he  might  take 
195^^  the  last  year  on  the  chart,  when  national  income  was  almost  20  times  as 
great  as  farm  income.  Thus,  he  might  get  a multiplier  of  20  instead  of  12 
or  7- 
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Personally,  I am  doubtful  about  any  simple  multiplier  theory,  whether  the  mul- 
tiplier be  7^  12,  or  20.  But  I do  believe  that  in  the  long  run  agriciiltural 
incomes  must  be  kept  in  fairly  good  balance  with  national  Income  if  we  are  to 
maintain  a healthy  growth  in  oxir  total  economy. 

The  drop  in  farm  incomes  during  the  past  few  years  obviously  has  not  brought 
about  anything  approaching  a business  recession.  This  is  because  farmers  have 
so  far  maintained  their  expend! tvires  at  very  high  levels.  They  have  continued 
to  h\ay  farm  machinery,  equipment,  and  the  other  things  they  need.  However, 
more  and  more  things  are  being  bovight  on  time,  and  farmers’  debt  is  increasing. 
If  farm  Income  shoiild  continue  to  drop,  or  even  to  stay  at  present  levels  for 
several  years,  farm  expenditures  would  doubtless  drop,  too.  This  would  cause 
a reduction  in  en5)loyment  and  production  in  those  industries  serving  farmers. 
Indirectly  this  wo\ild  affect  many  other  basic  industries.  In  time,  it  could 
lead  to  weakness  throughout  the  economy. 

Almost  everyone  agrees  that  farm  incomes  are  now  too  low.  But  this  does  not 
mean  that  farmers  need,  or  are  likely  to  get,  l/7  or  even  l/l2  of  the  national 
Income  in  future  years.  With  continued  declines  in  the  proportion  of  persons 
in  agriciilture,  and  continued  growth  in  the  manufacturing  and  service  indus- 
tries, it  is  only  natural  that  the  proportion  of  income  going  to  farmers  should 
decline.  Probably  in  the  futiire,  net  realized  farm  income  will  average  less 
than  l/l2  of  national  income. 

In  1956,  we  expect  a further  rise  in  national  income — ^but  a further  drop  in 
farm  income.  This  is  an  abnormal  situation.  If  continued  much  longer  it  woxild 
lead  to  an  imhealthy  lack  of  balance  in  the  American  economy.  But  these  ab- 
normal trends  are  not  likely  to  continue  much  longer.  In  most  of  the  future, 
as  in  most  of  the  past,  farm  income  and  national  incomes  are  likely  to  move  in 
the  same  direction.  Farm  prosperity  and  general  prosperity  still  depend  ■upon 
one  another. 
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Statement  presented  by  Robert  E.\Post  at  the 
33rd  Annual  Agricultural  Outlook  Conference, 
Washington,  D.C.,  November  30,  1955 


The  story  on  wheat  in  brief  is  that  we  have  a lot  of  it,  that  while 
we  have  cut  production  in  the  past  2 years,  a reduction  in  carryover  is 
not  expected  before  July  1,  1957.  Further,  such  reductions  as  appear 
likely  in  any  year  will  not  be  sufficient  to  reduce  supplies  very  much, 
and  we  can  look  forward  to  large  supplies  of  wheat  for  many  years.  How- 
ever, even  though  supplies  are  large,  wheat  prices  have  shown  considerable 
strength  as  a result  of  the  support  programs. 

I have  3 charts  which  I will  use  to  bring  us  up  to  date.  This 
first  chart  (650)  shows  seeded  acreage  of  wheat  climbing  from  53  million 
acres  in  19hi  to  8k  million  in  19ii9>  and  then  fluctuating  at  high  levels 
Tontil  195U,  when  it  was  reduced  to  62  million  acres  and  a year  later  to 
57  million  acres  by  acreage  allotments  and  marketing  quotas.  The  reduction 
in  acreage  resulted  in  much  smaller  crops  in  195ii  and  1955* 

This  next  chart  (1016  A)  shows  the  distribution  of  total  wheat  sup- 
plies. Back  on  June  30,  1952,  our  old-crop  stocks  amounted  to  256  million 
bushels, only  a moderate  carryover.  Last  June  30,  only  3 years  later,  they 
were  1,021  million  bushels,  about  times  as  large. 

The  sharp  increase  in  stocks  set  the  stage  for  the  reimposition  of 
acreage  allotments  and  marketing  quotas  for  the  195li  and  1955  crops.  In 
1951^  the  acreage  allotment  could  not  go  below  the  minimum  for  that  year 
of  62  million  acres.  The  allotment  for  the  1955  crop  was  set  at  55  mil- 
lion acres,  but  this  was  on  the  basis  of  harvested  acreage,  which  permitted 
some  increase  in  yields  resulting  from  harvesting  the  more  productive  land. 
In  the  absence  of  the  minimum,  the  allotment  for  the  1955  crop  would  have 
dropped  to  about  19  million  acres. 

The  quantities  used  in  the  United  States,  after  declining  in  the 
post  war  years  seem  to  have  about  stabilized.  Such  reduction  as  we  have 
had  is  largely  in  feed  use.  Food  use  remains  about  unchanged,  with  de- 
clining per  capita  consumption  about  offset  by  increasing  population. 

Less  seed  is  needed  on  the  reduced  acreage. 

Exports  have  varied  greatly,  especially  in  the  postwar  period  shown 
on  the  chart.  They  were  veiy  large  immediately  following  the  war,  reach- 
ing a peak  of  505  million  bushels  in  19U8-ii9.  Last  year  they  were  21h  mil- 
lion bushels. 
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Now  let  us  look  at  the  situation  as  it  exists  in  the  current  1955-56 
year.  Total  wheat  supplies  are  estimated  at  about  l,9iil  million  bushels, 
consisting  of  a carryover  of  1,021  million,  a crop  estimated  at  916  mil- 
lion, and  an  allowance  for  imports  of  ii  million  bushels,  mostly  of  feeding 
quality  wheat  from  Canada.  This  indicated  total  supply  consitutes  a new 
all-time  high,  exceeding  the  previous  record  of  1,876  million  bushels  a 
year  earlier  by  about  3 percent. 

Domestic  disappearance  in  1955-56  is  indicated  at  about  625  mil- 
lion bushels,  which  would  leave  about  1,315  million  bushels  for  export 
during  the  marketing  year  and  carryover  at  the  end  of  the  year.  Exports 
July  1 through  November  16  are  estimated  at  88  million  bushels,  slightly 
above  the  76,8  million  for  the  same  period  a year  ago.  If  exports  for 
the  marketing  year  total  about  the  same  as  the  27h  million  bushels  in 
195ii-55,  the  carryover  June  30,  1956  would  total  about  l,0ii0  million 
bushels.  This  would  be  slightly  above  the  record  on  June  30,  1955,  but 
would  represent  the  smallest  annual  increase  since  June  30,  1952. 

Now  the  outlook  for  1956-57 » Assuming  that  the  acreage  seeded  for 
the  production  of  grain  for  the  1956  crop  will  be  55,5  million  acres,  on 
the  basis  of  a 55  million-acre  allotment,  and  a yield  per  acre  of  about 
l5.5  bushels  (which  is  slightly  above  the  19ii5-5U  average  of  l5.3  bush- 
els), a crop  of  about  860  million  bushels  would  be  produced.  Domestic 
disappearance  in  1956-57  is  expected  to  total  about  the  same  as  the  625 
million  bushels  estimated  for  1955-56.  E:q>orts  cannot  be  forecast  at 
this  time.  If  they  total  about  the  same  as  the  27U  million  bushels  last 
year,  total  disappearance  would  amount  to  about  900  million  bushels,  or 
about  ho  million  bushels  more  than  an  860-million-bushel  crop.  This  would 
afford  a little  reduction  in  carryover  by  June  30,  1957. 


Over  the  longer  pull,  with  little  change  in  domestic  distribution 
expected  in  the  next  several  years,  we  will  continue  to  be  dependent 
upon  maintaining  exports  at  a relatively  high  level.  With  world  wheat 
production  increasing,  it  may  be  difficult  for  the  United  States  to 
maintain  the  present  level  of  wheat  exports.  Even  if  we  could  maintain 
exports  at  this  level,  the  production  from  a minimum  allotment  of  55  mil- 
lion acres  would,  with  average  weather  conditions,  result  in  an  annual 
production  almost  equal  to  total  disappearance.  This,  of  course,  would 
permit  only  a very  slow  reduction  in  our  carryover  stocks. 

Now  let  us  turn  to  prices.  This  chart  (836)  shows  wheat  prices 
and  loan  rates  at  Kansas  City.  The  loan  program  started  in  1938,  with  an 
average  loan  rate  of  59  cents,  which  was  at  the  rate  of  52  percent  of 
parity.  These  rates  have  climbed  steadily  over  the  years,  reaching  a 
high  of  $2,2U  for  the  195U  crop.  This  change  was  due  to  an  increase  both 
in  the  parity  index  aixi  in  the  percentage  of  parity.  For  the  1955  crop 
they  were  reduced  to  $2,08  which  reflected  a reduction  from  90  percent  to 
82 J percent  of  parity. 
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This  chart  also  shows  that  wheat  prices  have  averaged  around  or 
near  the  effective  loan  level  for  the  marketing  year,  except  for  two 
years.  In  19ii6-[i7  and  19U7-48  demand  was  exceptionally  strong  and  prices 
were  substantially  above  the  support  level.  In  15  of  the  last  16  market- 
ing years,  the  monthly  average  cash  hard  winter  wheat  price  was  lowest 
of  the  year  in  June,  July,  or  August,  The  low  to  date  this  year  was  in 
August.  However,  prices  next  June  will  be  reflecting  the  sharply  lower 
loan  rates  for  the  1956  crop.  In  10  of  the  last  16  years,  the  price 
averaged  highest  in  March  or  later.  In  other  years,  the  high  occurred 
in  December -February,  except  in  1952  when  the  price  average  highest  in 
November . 

This  year  wheat  prices  have  been  closer  to  the  loan  levels  than 
they  usually  are  in  the  first  part  of  the  season.  The  strength  in  prices 
in  face  of  the  largest  supply  in  our  history  is  due  to  the  large  quan- 
tities of  old-crop  vTheat  held  in  CCC  inventories  and  to  the  reduced  1955 
production,  leaving  relatively  small  supplies  in  commercial  channels. 

The  level  of  prices  in  the  last  half  of  the  marketing  year  will  depend 
upon  the  quantity  of  wheat  which  farmers  place  under  support  between  now 
and  next  January  31.  The  quantity  of  wheat  placed  under  support  through 
October  l5  totaled  180  million  bushels,  which  was  much  less  than  the  302 
million  bushels  from  the  larger  19$k  crop  under  support  on  the  same  date 
a 5^ar  earlier.  The  price  of  hard  red  winter  and  hard  red  spring  wheats 
of  the  better  protein  tests  have  been  generally  above  loan  rates,  and 
sizable  quantities  of  free  supplies  of  hard  red  spring  and  hard  red  winter 
are  limiting  factors  to  seasonal  advances  in  prices  of  these  quality  wheats 
from  present  levels.  With  prices  of  ordinary  protein  hard  red  winter  wheat 
generally  still  considerably  below  the  support  rate  there  will  be  a tend- 
ency for  substantial  quantities  of  this  wheat  to  continue  to  go  under  sup- 
port, Soft  red  winter  wheat  prices  are  even  farther  below  the  loan,  which 
is  conducive  to  continued  movement  under  support.  If  large  quantities  of 
soft  red  winter  are  put  under  price  support,  prices  of  such'^wheat  may  advance 
from  current  levels.  If  the  price  of  soft  white  wheat  continues  below 
the  loan,  large  quantities  of  this  type  of  wheat  will  go  under  the  price 
support  programs,  which  will  tend  to  be  a price-supporting  factor. 

The  national  average  support  price  for  the  1956  crop  will  be  not 
less  than  ^^l,8l  per  bushel.  The  full  support  level  will  be  available  in 
the  36  commercial  wheat  States  for  producers  who  comply  with  their  indi- 
vidual farm  acreage  allotments.  Support  rates  in  the  12  noncommercial 
wheat  States  are  set  by  law  at  levels  representing  75  percent  of  the  rates 
calculated  on  the  national  average.  In  the  noncommercial  States,  acreage 
allotments  and  marketing  quotas  will  not  apply.  A discount  of  20  cents 
per  bushel  in  1956  price-support  rates  for  2k  wheat  varieties  disignated 
as  undesirable  because  of  Inferior  milling  or  baking  qualities  has  been 
annovinced.  This  change  in  the  wheat  price-support  program  for  1956  is 
designed  to  encourage  shifts  to  the  more  desirable  wheat  vanities  from 
planting  of  wheat  with  inferior  milling  or  baking  qualities. 

As  I stated  at  the  beginning, the  situation  and  outlook  boils  down 
to  our  having  a lot  of  wheat  and  the  likelihood  that  we  will  continue  to 
have  a lot. 
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T:IE  longer- TERI''i  PRODUCTION  OUTLOOK 


Talk  by  Sherman  E,  iJohnson^  Director,  Farm  and  Land  Manage- 
ment Research,  Agricultural  Research  service,  U.  S.  Depart- 
ment of  Agriculture,  at  the  3'3rd  Annual  Agricultural  Outlook 
Conference,  V/ashington,  Do  C,,  November  29,  19^5 


The  Outlook  Approach  in  Farm  and  Home  Development  Work 

I assume  we  all  agree  that  outlook  information  is  designed  to  guide 
farmers  in  their  production  and  marketing  decisions.  Those  decisions  have 
time  spans.  Some  are  of  relatively  short  duration;  for  example, 
the  question  ol  whether  to  market  hogs  at  light  weights  or  feed  them  out  to 
heavier  weights.  On  the  other  hand,  the  question  of  iiow  many  sows  to  breed 
for  spring  or  fall  farrow,  covers  a production  cycle  of  nearly  a year,  as  do 
most  decisions  concerning  annual  crops.  When  a farmer  makes  a decision  as 
to  whether  to  go  into  or  out  of  beef  or  dairy  production,  he  is  concerned  with 
farm  planning  over  a longer  time  span.  But  the  effect  of  such  a decision  is 
of  shorter  duration  than  the  one  confronting  the  young  man  who  is  consider- 
ing farming  as  a career.  Such  a decision  covers  a farming  generation,  and 
whei  a young  farmer  decides  to  buy  a farm,  he  may  also  make  a commitment 
that  covers  most  of  his  active  years  on  the  farm. 

As  I recall  the  request  for  tliis  part  of  the  outlook  program,  it  was 
in  terms  of  .providing  an  outlook  framevrork  for  farm  and  home  development 
work.  In  that  activity  you  are  called  upon  to  provide  outlook  information 
for  a longer  time  span  than  the  year  ahead.  You  are  working  with  farmers 
in  helping  them  to  develop  the  most  profitable  systems  of  farming  for  their 
special  situations  over  a period  of  years.  This  requires  looking  ahead  for 
at  least  U to  5 years  and  sometimes  much  longer.  But  perhaps  ii  to  5 years 
ahead,  or  what  we  might  call  the  middle  term  outlook,  is  of  .most  importance. 

It  is  also  necessary  to  recognize  that  farmers  start  with  their  present 
farming  systems  and  their  current  financial  and  family  situations. 

Because  changes  are  likely  to  require  extra  time,  money,  and  manage- 
ment, the  roughest  part  of  the  road  to  be  travelled  will  be  the  period  of 
transition  from  the  present  farming  system  to  the  potentially  more  profit- 
able one.  Frequently,  net  income  actually  declines  while  the  change-over 
is  in  process. 

Although  the  middle  term  outlook  is  the  most  important  in  the  farm 
and  home  development  setting,  it  is  also  necessary  to  have  in  mind  the  longer 
term  prospects,  partly  because  a longer  look  ahead  might  indicate  the  desir- 
able directions  of  adjustment  that  should  be  carried  out  in  the  next  ii  to  5 
years.  At  the  present  time,  for  example,  we  need  to  consider  the  most  rapid 
growing  points  in  the  market  for  farm  products,  and  try  to  determine  what 
adjustmaits  in  farm  production  would  achieve  a better  balance  in  relation 
to  markets,  say,  10  years  from  now. 


There  are  at  least  five  principal  factors  to  consider  in  the  outlook 
approach  to  farm  and  homo  development;  (1)  karket  prospects,  (2)  the  supply 
prospects  in  relation  to  prospective  markets,  (3)  the  farm  programs  in 
prospect,  (U)  the  local  production  and  marketing  situation,  and  (5)  the  indivi- 
dual farm  and  family  situation. 

The  middle  and  longer  term  market  prospects  have  already  been  discussed 
by  Mr,  Wells  and  Mr,  Gavin.  Apparently,  we  can  be  more  optimistic  about  the 
market  outlook  over  the  longer  term  than  for  the  I4.  or  5 years  immeaiately 
ahead  of  us.  But  even  for  the  middle  term  , they  look  for  improvement  in 
meat  animals  and  in  some  of  the  fruits  and  vegetables.  I also  get  the  impres- 
sion from  the  "Livestock  and  Meat  Situation"  that  roughage  consuming  meat 
animals  arc  likely  to  be  in  a relatively  favorable  position. 

For  a real  "bright  spot"  in  the  market  outlook  from  1956  to  I96O,  however. 
We  have  to  turn  to  timber.  This  product  is  a relative  newcomer  in  our  outlook 
discussions.  But  I suggest  that  we  give  it  a more  prominent  place  in  the  out- 
look programs.  Those  who  have  timber  stands  which  can  be  harvested  on  a sus- 
tained yield  basis  are  relatively  fortunate.  Thu  longer  term  timber  outlook 
indicates  that  we  should  undertake  studies  to  dc,t ermine  x^h either  some  of  the 
land  now  in  crops  might  return  a larger  income  over  the  longer  term  if  planted 
to  trees.  Unfortunately,  the  long  waiting  period  tends  to  retard  such  adjust- 
ments even  whai  a long  term  income  advantage  seems  apparent. 

If  my  interpretation  is  correct,  market  prospects  for  products  other 
than  timber  can  be  summarized  as  follows;  Under  favorable  conditions  we  can 
expect  a 9 to  10  percent  increase  in  demand  for  farm  products  during  the  next 
5 years.  This  is  likely  to  have  the  greatest  impact  on  the  market  for  meat 
and  other  livestock  products.  If  we  look  ahead  for  some  20  years,  the  market 
for  farm  products  may  increase  about  I4O  percent  from  the  level  of  the  past 
2 years.  Again,  the  market  expansion  is  likely  to  favor  livestock,  especially 
the  roughage  consuming  animals. 

When  we  turn  to  the  production  side  of  the  picture,  we  also  need  to 
distinguish  between  the  middle  term  and  the  longer  term  outlook.  If  we  begin 
with  the  longer  look  ahead,  a UO  percent  increase  in  the  market  seems  like  a 
large  order  to  fill  in  the  next  20  years.  But  under  peacetime  conditions,  I 
see  no  reason  for  worry  about  the  ability  of  farmers  to  supply  all  the  farm 
products  that  the  market  will  take  at  profitable  prices.  For  one  thing, 

1955  production  is  running  much  higher  than  utilization,  oven  at  present 
prices.  The  needed  increase  in  output  from  present  levels  is  closer  to 
30  percent  rather  than  the  I4O  percent  market  projection.  Barring  unfore- 
seen emergencies,  and  considering  the  potential  capacity  of  the  farm  plant 
as  well  as  the  technical  advances  in  prospect  over  the  next  20  years,  the 
question  of  "food  enough"  is  not  likely  to  arise.  The  principal  question  is 
much  more  likely  to  bo  how  to  produce  the  needed  products  efficiently,  and 
with  returns  to  farmers  comparable  X'd.th  other  sectors  of  the  economy. 
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Markt-t  expansion,  howevisr,  shonid  provide  an  opportunity  for  achieving 
a better  balance  betX'j’een  production  and  markets  than  we  now  enjoy.  But  farmers 
have  to  survive  the  next  few  years  in  order  to  benefit  from  the-  more  favorable 
long  term  prospectsv,  hnd  unless  serious  drought  or  international  emergency 
intervenes,  or  unless  new  foreign  markets  arc  opened  up,  aggregate  food  .and 
fiber  supplies  will  continue  to  press  heavily  on  available  markets  for  the 
next  h to  5 years*  kfe  are  producing  nearly  enough  now  for  the  projected 
normal  market  of  I960*  Farm  output  in  19^5  is  about  ij.8  percent  above  the 
average  of  the  years  1935-39  and  12  percent  above  19hl-h9» 

Wo  are  also  badly  unbalanced  in  production.  We  need  to  recognize  that 
our  farm  plant  is  geared  up  to  produce  for  wa.r  emergency  and  rehabilitation 
needs;  that  farmers  made  great  strides  in  technical  progress  and  invested 
large  amounts  of  capital  to  meet  those  noodsc  The  rvjsult  is  an  overall 
productive  capacity  more  than  ample  for  today's  markets,  and  with  serious 
unbalance  in  wheat  and  cotton  production. 

Those  who  are  not  familiar  with  farming  frequently  ask  why  farmers  don't 
gear  their  production  more  closely  to  prospective  markets.  Mostly  because  as 
relatively  small  individual  producers  they  do  not  consider  the  effect  of  their 
output  on  the  price  of  the  product.  But  also  because  technical  change  is  not 
reversible.  Once  investments  have  been  made  in  improvements  to  increase  out- 
put, they  become  imbedded  in  the  cost  structure  as  fixed  costs.  Unless  prices 
drop  precipitously,  individual  farmers  cannot  cut  down  on  oven  the  variable 
expenses  for  hybrid  seed,  pesticides  and  fertiliser. without  reducing  gross 
income  more  than  expenses.  Moreover,  nearly  four-fifths  of  the  farm  work  is 
done  by  the  operator  and  members  of  his  family.  On  most  farms,  therefore,  a 
reduction  in  output  will  not  reduce  labor  costs. 

Once  farmers  have  committed  themselves  and  their  investments  to  farming, 
their  alternatives  are  limited.  They  can  shift  to  other  enterprises  if  other 
products  have  more  favorable  income  prospects,  and  if  their  farms  are  located 
in  areas  where  other  crops  or  livestock  can  bo  produced.  In  some  areas,  the 
younger  members  of  the  family,  and  even  the  younger  farm  operators,  can  turn 
to  nonfarm  employment.  If  many  operators  give  up  farming,  their  land  becomes 
available  for  purchase  or  lease  by  other  farmers.  This  may  provide  an  oppor- 
tunity for  farm  consolidation  with  resiilting  lower  unit  costs  and  higher  farm 
incomes  for  those  who  remain. 

But  giving  up  farming,  or  buying  additional  land,  are  major  decisions. 
Most  farmers  require  some  time  to  work  them  out.  Perhaps  the  first  inclina- 
tion when  income  drops  is  to  weather  the  storm  by  maintaining  total  output, 
or  even  increasing  it  in  an  atterrpt  to  hold  income  at  former  levels.  Conse- 
quently, much  of  the  job  of  balancing  production  with  peacetime  markets  is 
still  ahead  of  us. 

Farm  price  and  production  programs  were  developed  to  help  balance 
production  with  markets.  And  I shall  make  one  forecast  vhth  considerable 
confidence  that  it  xcill  prove  to  be  correct.  Farm  price  and  production 
programs  of  some  kind  will  continue  in  operation,  at  least  for  the  next  few 
years.  It  therefore  behooves  us  to  think  about  the  fuiiction  of  farm  programs, 
and  how  they  should  enter  into  our  outlook  analyses. 


Tu^y  .'4^^.  int.-ndod  to  nationally  oosirobl^  obj^-cliv^s  — oota 

for  f^r’iiv^rs  : nd  in  tiV  public  intci-est.  If  the  changes  in  farrdng  propiot^d 
by  larfri  oro-gr'ams  could  provide  the.  most  profitable  opportunities  open  to 
fariiers^  ‘t-h-cy  Tijould  constitute  powerful  incentives  in  achieving  program 
objectiy_-s. 

In  tha  outlook  approach  to  farm  and  home  dovelopmv^nt,  tha  market  and 
procuction  prospects,  as  th^se  may  ba  modified  by  farm,  programs,  become  thL 
I r'^rfcT'Jork  within  whicli  fcirm  families  develop  farm  and  home  pla.ns  which  seem 
most  suita.ble  .and  profitable  in  th^ir  specia.l  situations. 

Although  the  local  end  couimunity  conditions  m.ay  introouce  important 
moaif ications,  I shall  go  directly  to  a considerauion  of  the  adjustment  probleni 
on  individual  farms  in  the  light  of  the  farm  and  family  situation. 

• The  iidjustment  Problem  on  Individual  Farms 

In  view  of  the  market  outlook  for  the  next  fivo  years,  uhe  probable  cost 
structure,  and  the  farm  programs  in  prospect,  what  adjustments  can  farmers 
make  to  carry  through  th'o  transition  years,  and  to  take  advantage  of  the  better 
opportunities  that  may  folloxv?  ¥e  have  already  said  that  production  mey 
continue  to  press  heavily  on  available  markets,  but  that  the  market  outlook 
is  better  for  most  of  the  livestock  products  than  for  the  price- supported  crops. 
Apparently,  no  relief  can  bo  expected  from  lower  cost  rates.  Prices  of  build- 
ing and  fencing  materials,  farm  machinery  and  motor  V'.,hicles  are  edging  up, 
and  taxes  may  continue  their  upward  march  of  thu  last  10  years. 

Wo  general  prescription  will  fit  the  div^^rse  situations  in  which  farm.urs 
find  themselves  in  different  farming  areas,  on  different  types  and  sizes  of 
farms  and  with  varying  tenure,  financial,  and  family  situations.  You  arc  all 
aware  that  the  problem  has  to  be  analyzed  separately  for  each  type  situation. 

All  that  I can  do  here  is  to  illustrate  by  shoT'dng  the  ramifications  in  one 
farming  area.  Suppose  we  take  a family- op  era  ted  farm  in  the  corn-hog-d.airy 
area  of  the  Corn  Belt,  where  the  recent  drop  in  hog  prices  has  caused  sharp 
reductions  in  net  income. 

Table  1 gives  the  average  results  on  owner- op crated  family  farms  in 
this  area  as  well  as  in  three  other  areas,  for  19^0,  195^;,  and  19^^.  Prelirrln- 
ary  results  indicate  that,  on  the  average,  net  cash  income  may  drop  about  :;t»700 
on  hog-dairy  farms  in  1955*  Suppose  -wo  try  to  illustrate  what  adjustments 
farmers  with  different  financial  and  family  situations  could  make  in  vi.j;W  of 
the  prospects  for  the  next  5 y^ars.  Perhaps  the  illustration  will  bo  clearer 
if  we  take  two  extreme  situations  with  respect  to  iinancial  and  family  conditions; 

1.  A young  couple  with  children  too  small  to  help  with  the  x>iork. 

The  operator,  a war  veteran,  who  started  farming  as  a tenant 
after  the  war,  and  later  bought  a farm,  say  about  1951 • His 
present  real  estate  and  short-term  debts  equal  about  75  percent 
of  thG..presont  value  of  his  farm  assets. 

2.  An  older  couple  with  no  debts  and  some  savings  in  addition 
to  the  farm  investment.  No  children  at  home  to  n^lp  with 
th^  workj  therefore,  dependent  on  hired  labor. 


Inc  young  fnrmi^r  will  havo  interest  and  amortization  pajonents  of 
vl,96&  to  subtract  from  his  net  cash  income,  leaving  '•^2,906  available  for 
family  living  and  for  maintenance  of  the  farm  plant.  He  may  actually  have 
semex^hat  less  than  that  because  he  would  hire  more  labor  than  the  average 
farm  in  the  a.rea. 

Can  farmers  who  find  themselves  in  such  circum.stanccs  increase  the  cash 
income  available  for  famdly  living  and  farm  maintenance?  Is  it  possible  to 
reduce  operating  costs  and  maintain  output?  To  reduce  costs  more  than  gross 
incoric  by  reducing  output?  Can  not  cash  incomie  be  increased  by  increasing 
output?  VJha.t  arc  the  ^lomicnts  of  flexibility  for  a farmer  in  similar  finan- 
cial circomstances? 

Debt  service  must  bo  paid.  This  is  also  true  of  taxes,  insurance,  and 
electricity.  Those  are  fixed  charges.  Scrrie  machinery  and  building  replace- 
ment can  be  postponed,  but  only  temporarily.  If  hired  labor  is  reduced,  the 
operator  will  have  to  work  even  longer  hours  than  ho  is  now  doing,  and  perhaps 
also  sacrifice  some  cf  the  output.  It  miglnt  be  possible  to  buy  loss  protein 
feed,  but  unless  previous  arrangements  have  been  made  to  substitute  nome 
gr-ov/n  legumes,  the  output  of  dairy  products  and  pork  might  be  reduced  by  more 
than  the  reduction  of  the  fov^d  bill. 

If  a larger  acreage  is  devoted  to  grasses  and  l^^guraos,  it  might  bo 
desirable  to  fertilize  the  remaining  feed  grain  acrc.age  more  hea.vily  in  order 
to  maintain  production.  The  ev>:.ntija.l  result  then  would  be  an  increase  in 
total  output,  and  proba.bly  also  an  increase  in  net  income  to  a farmer  in  such 
financial  circumstances.  But  it  would  invola^e  extra  cost  and  risk. 

Suppose  we  n^ov/  consider  the  older  family  with  no  debts  and  no  children 
to  help  with  the  work.  ¥e  are  assuming  that  they  are  not  old  enough  for  retir-' 
ment  and  Social  Seeijrity  benefits.  But  they  probably  could  afford  to  slr.ckon 
the  pace  of  farm  operations  even  at  consid.crablc  sacrifice  in  farm  income. 

They  might  seed  a rather  largo  acreage  to  grasses  and  legumes,  raise  fewer 
hogs,  keep  fo'wer  cows,  or  even  shaft  from  dairy  cows  to  beef.  They  would  buy 
less  food  and  hire  less  labor.  The  risk  would  be  lessened.  Net  income  would 
be  reduced,  but  this  would  be  compensated  by  the  opportunity  for  partial 
retirement.  The  basic  capacity  of  the  farm  would  be  maintained,  but  it  would 
bv,  held  in  a partial  reserve  status.  Output  could  be  stopped  up  whenever  such 
action  seemed  desirable. 


Perhaps  there  are  not  many  farm  famili-jS  who  find  t/homsolvcs  in  these 
circumstances,  but  under  present  conditions,  thoS'.;  who  work  "with  farm  families 
could  render  excellent  services  by  pointing  out  opportunities  for  slackening 
the  pace  of  production  ir^fhere  income  is  not  the  decisive  determinant. 


The  results  shotm  for  Piedraont  cotton  farms  in  Table  1 illustra.te 
another  problem.  Incomes  on  cotton  farms  in  this  area  were  at  relatively 
low  levels  even  in  more  prosperous  years.  Growung  local  markets  may  furnish 
some  fux'ther  opportunities  for  production  of  Grade  A milk,  meat,  and  some 
fruits  rud  vegetables.  But  there  has  been  little  opportunity  to  accumulat'j 
capital  for  neodf-.d  changes  in  farming. 


Because  limitud  incorri^-  oppertunit-i^s  in  farming,  m-.’.ny  farmers  in  tnis 
ar>-a  nav^  shifted  to  nonfarm  ^mploymt^nt,  but  th^^y  havv^  c^ntinuv^d  to  liv^  on 
farms.  Perhaps  this  shift  creates  an  opportunity  for  farm  consolidation,  for 
changes  in  the  farming  system  and  for  higher  incom'-s  to  those  who  remain  in 
full  time  farming.  But  how  is  this  change  to  be  financed  and  carried  out? 
Unless  better  income  opportunities  are  available  in  full-time  farming,  should 
'/oung  people  be  encouraged  to  enter  farming  with  the  prospect  of  continuing 
at  the  income  levels  shown  in  Table  1? 

I recognize  that  these  ar^  extreme  illustrations,  but  perhaps  they  por- 
tray tho  wide  variety  of  adjustment  opportunities  and  of  probl.^ms  that  arise 
in  the  outlook  approach  to  farm  and  home  developmoit. 

Balancing  Production  with  Potential  Markets 

Hew  rapidly  we  can  achieve  a better  balance  of  production  with  markets 
than  We  now  have  xjill  depend  upon  hawr  manj'"  farmers  can  afford  to  operate  less 
intensively  as  illustrated  by  the  d^^bt-free  elderly  farmer;  and  how  many  wmll 
have  to  maintain  or  even  increase  output;  also  on  howr  many  wall  find  nonfarm 
jpportunitics  more  attractive  than  farming.  The  last  change  is  likely  to 
result  in  farm  consolidation  and  higher  incomes  per  family  for  those  w7ho 
remain  in  farming,  but  may  not  reduce  total  output  v^ry  much. 

As  a re'sult  of  mechanization  and  other  improvements  there  are  many 
farmers  who  ha.ve  equipment  and  family  labor  that  is  only  partly  utilized,  if 
they  cut  total  production  they  in.ll  r..CLUCe  the  part  of  their  output  that  is 
produced  at  the  lox^rest  cost  per  unit.  If  they  also  have  pressure  for  incr-..-.s- 
ing  net  incomes  they  are  more  likely  to  increase  output  than  to  reCiUCe  it. 

Let  me  emphasize  that  I am  referring  to  total  output  rather  than  to 
output  of  a single  commodity.  Output  of  specific  commodities  may  change  in 
line  with  alternative  income  opportuniti-^s,  farm  programs  and  other  fact'ors. 
Assuming  average  weather  conditions,  I do  not  see  much  prospect  of  a reduc- 
tion in  total  farm  output  in  the  next  few  years.  Our  current  programs 
attempt  to  control  specific  commodities,  but  not  total  output.  And,  as 
mentioned,  technological  advances  are  not  reversible. 

A continued  cost-price  squeeze  undoubtedly  discourages  neW  investments 
in  farming  that  would  increase  mtput.  To  some  extent,  technical  progress 
also  is  retarded.  Better  income  prospects  in  other  employment  tends  to  reduC' 
the  number  of  workers  in  agriculture.  But  these  forceS  operate  rather  slowly. 
In  the  meantime,  most  farmers  maintain  their  operations  in  the  hope  of  better 
days  ahead.  If  they  see  a margin  over  variable  costs,  they  may  actu.ally 
increase  output  as  previously  indicated, 

Increast  s in  total  farm  output,  despite  unfa.vorable  cost-price  relati  iTi- 
ships,  is  not  a now  phenomenon.  It  Happened  in  the  1920 's.  Farm  output 
increased  10  percent  from  1918-20  to  1929.  It  has  increased  l6  percent  from 
19U^~a7  to  1955.  Although  rcas^oning  from  historical  analogy  is  always  dangtr- 
ous,  there-  are  a surprising  numb,  r ;f  similarities  between  the  two  periods, 
-ilso  some  important  differences. 


l/ooking  forWcird.,  perhaps  "there  is  more  hope  for  "the  m?,rkfc"b  "to  grow  up 
to  our  producti"vc  capacity  than  for  a.ny  shrinkage  of  farm  productive  capacity 
to  fit  the  size  of  the  market.  It  shoula  be  empna sized,  however,  tha.t  market 
prospects  call  for  shifting  of  production  rather  than  for  much  of  any 
in  output  during  the  next  few  years.  The  shiftsrthat  seem  to  be  called  for  — 
away  from  surplus  cash  crops  and  into  hay,  pasture,  and  eventiiany  roughage 
livestock  — arc  of  truly  heroic  proportions.  The  longer  term  market  outlook 
points  in  the  same  direction.  In  many  areas  of  the  Great  Plains,  the  cotton 
South,  paid  elsewhere,  these  shifts  also  may  mean  larger  family  farms  and 
fewer  workers  in  agriculture,  but  improved  incomes  to  those  who  remain  in 
full-time  farming.  Hcjw  the  needed  shifts  can  be  made  profitable  to  all  farm 
people  is  a challenge  to  researchers,  to  extension  workers,  arjd  to  farm 
program  agencies. 

In  the  midst  of  our  present  worries  about  surpluses,  perhaps  w^e  should 
reflect  on  how  fortunate  we  are  that  our  concern  is  with  overabundance  rather 
than  with  shortage.  After  all,  the  mcorgin  between  surpluses  and  deficits  is 
rather  small,  as  we  learned  after  the  invasion  of  Korea  in  19^0.  A severe 
drought  could  reduce  our  large  stocks  of  feed  grains  and  wheat  rather  drastic- 
ally. In  the  present  state  of  world  uncertainty,. -^e  need  reserve  capacity, 
but  we  do  not  need  all-out  current  production.  We  should  seek  out  ways  of 
maintaining  reserve  capacity  instead  of  largo  suqfplus  stocks;  ijays  of  shift- 
ing farm  resources  in  the  direction  of  the  ,,'astost  growing  points  in 

the  market;  and  "ways  of  achieving  a more  prosperous  agriculture  for  the 
benefit  ','f  all  farm  people. 
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Tabic  1.-  Investment,  production,  income,  and  expenses  on  f Dur  types  of  farms 

19U0,  19Sh,  and  19$^ 


IttPW 

i6V^ 


UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
AGRICULTURAL  MARKETING  SERVICE 

^THE  OUTLOOK  FOR  FRUITS  AND  TREE  NUTS  IN  I956 


Statement  by  Ben  H.  j^bols,  Agricultiiral  Economic  Statistician, 
at  the  33rd  Annual  Agricultural  Outlook  Conference, 
Washington,  D.  C.,  December  1,  1955 


Consumption  and  Demand  Prospects 

Total  supplies  of  fresh  and  processed  fruits  available  for  consump- 
tion until  supplies  from  the  195^  deciduous  crop  are  ready  probably  will 
be  somewhat  larger  than  in  this  period  of  1954-55 • But  supplies  of  tree 
nuts  are  lighter.  Fruit  consumption  per  capita  may  Increase  a little  this 
fall  and  in  the  first  half  of  195^  over  the  rate  a year  earlier.  For  1955 ^ 
per  capita  consumption  of  all  fresh  and  processed  fruits  on  a fresh  equiva- 
lent basis  is  tentatively  estimated  at  195  pounds,  compared  with  193  In 

1954. 


With  consumer  incomes  high  and  expected  to  increase  further,  domes- 
tic demand  for  fruit  in  195^  is  likely  to  be  as  strong  as  in  1955 • 

Deciduous  Fruits 

The  1955  crop  of  deciduous  fruits,  as  estimated  November  1,  is 
about  3 percent  larger  than  the  1954  crop  but  3 percent  under  the  1944-53 
average.  The  apricot,  cherry,  grape,  plum,  fresh  prune,  and  strawberry 
crops  are  each  considerably  larger  than  the  respective  1954  crops;  the 
apple,  pear,  and  cranberry  crops  are  not  greatly  different  from  1954;  while 
the  peach  and  dried  prune  crops  are  much  smaller.  Unfavorable  weather  cut 
production  of  these  two  fruits. 

Although  production  of  apples  and  pears  is  a little  under  1954, 
the  crop  of  winter  pears  is  up  considerably  and  the  apple  crops  in  New 
England  and  the  Pacific  Northwest  are  much  larger  this  year.  Supplies  for 
marketing  after  the  first  of  the  year  probably  will  be  heavier  than  a 
year  earlier. 

The  1955  pack  of  dried  fruits  is  expected  to  be  moderately  larger 
than  the  relatively  small  1954  pack,  mainly  because  of  a heavy  increase 
in  raisins.  To  assist  in  the  disposition  of  sxirplus  raisins  in  the  1955* 

56  season,  the  U.  S.  Department  of  Agriculture  in  September  announced  a 
program  to  encourage  exports  of  this  commodity. 

The  1955  pack  of  canned  fruits,  mostly  deciduous,  is  expected  to 
exceed  the  large  1954  pack  and  will  be  record  or  near-record  large . The 
pack  of  frozen  strawberries  is  record  large  and  total  output  of  frozen 
deciduous  fruits  in  1955  also  will  set  a new  record.  Stocks  of  frozen 
deciduous  fruits  on  November  1,  1955  were  about  12  percent  above  a year 
earlier . 
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With  average  or  better  weather,  the  195^  deeiduoue  crop  probably 
will  total  a little  above  the  1955  crop.  Production  of  peaches  can  be 
expected  to  be  much  larger  than  in  1955 ^ especially  in  the  Southern, 
South-Central,  and  Mid-Atlantic  States,  where  spring  freezes  reduced  the 
1955  crops . Larger  crops  of  apples  and  other  fruits  also  can  be  expected 
in  the  same  States.  Prospective  larger  acreage  of  strawberries  for  har- 
vest in  1956  indicates  a heavier  crop  in  the  year  ahead.  Production  of 
California  dried  prunes  also  may  be  up  in  195^.  But  the  apricot,  sweet 
cherry  and  grape  crops  may  be  smaller. 

Citrus  Fruits 

Over  the  next  few  years,  production *of  oranges  and  grapefruit  is 
expected  to  continue  to  trend  upward.  The  rise  probably  will  be  more 
pronounced  for  oranges  than  for  grapefruit.  Most  of  the  increase  in  grape- 
fruit is  expected  to  consist  of  seedless  white,  pink,  and  red  varieties. 

With  continued  favorable  weather,  total  production  of  citrus  fruits 
in  1955“56  probably  will  be  about  the  same  as  in  195^*55 • The  1955“ 56 
crop  of  early  and  midseason  oranges  is  expected  to  be  slightly  smaller 
than  the  195^-55  crop,  mainly  because  of  a reduction  in  California.  The 
Florida  crop  of  early  and  midseason  oranges  is  the  same  as  last  season, 
but  the  tangerine  crop  is  10  percent  smaller.  Early-season  indications 
are  for  an  increase  of  about  7 percent  in  the  Florida  Valencia  orange  crop. 
Total  production  of  oranges  is  expected  to  be  up  in  Texas  and  Louisiana 
but  down  in  California  and  Arizona. 

With  lighter  stocks  of  canned  and  frozen  orange  Juice  this  fall 
than  last  and  a larger  crop  of  Florida  Valencias  in  prospect,  there  is 
likely  to  be  some  increase  in  the  pack  of  frozen  orange  concentrate  this 
season.  Grower  prices  for  oranges  probably  will  average  higher  this  fall 
and  early  winter  than  last. 

The  1955-56  grapefruit  crop  is  moderately  larger  than  the  195^-55 
crop,  the  result  of  a 9-percent  increase  in  Florida.  Although  stocks  of 
canned  grapefruit  sections  were  much  larger  this  fall  than  last,  stocks 
of  canned  grapefruit  Juice  were  considerably  smaller . Some  increase  in 
the  pack  of  the  canned  Juice  this  season  seems  probable. 

Prospective  production  of  lemons  in  1955-56  is  about  6 percent 
smaller  than  in  195^-55  • With  stocks  of  frozen  concentrate  for  lemonade 
on  October  29  about  46  percent  smaller  than  a year  earlier,  there  probably 
will  be  some  increase  in  output  of  this  product  in  1955-56. 

To  encourage  exports  of  fresh  and  processed  oranges  and  grapefruit 
in  the  1955-56  season,  the  U S.  Department  of  Agriculture  has  now  in 
operation  an  export  program  for  these  ccjmnodities . 
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Foreign  Trade  in  Fruit 

Prospects  for  exports  of  fresh,  and  processed  fruit  point  to  greater 
market  opportunities  in  Western  Europe  during  the  1955-5^  season  than  in 
195^-55 • Business  conditions  are  better  and  standards  of  living  have  im- 
proved. Western  Germany  and  Denmark  have  liberalized  import  restrictions 
on  certain  U.  S.  friiits  which  will  affect  1955  crop  exports.  The  United 
Kingdom  has  announced  authorizations  for  the  importation  of  several  U.  S. 
fruits  and  fruit  products  during  1955"56.  Supplies  of  deciduous  fruits 
in  Europe  are  expected  to  be  much  shorter  this  season  than  last,  which 
should  favor  exports  from  the  U.  S.  Although  supplies  of  Mediterranean 
citrus  fruits  are  larger  in  the  1955--56  season,  they  will  be  mostly  out 
of  the  way  by  spring  when  the  bulk  of  exports  of  fresh  U.  S.  citrus  occurs. 
Continued  heavy  exports  of  citrus  to  Canada  can  be  expected. 

With  apple  production  in  Canada  in  1955  about  one-fourth  larger 
than  in  195^,  that  co\mtry  will  have  considerably  more  apples  available 
for  export  this  season  than  in  195^“55*  But  U.  S.  imports  from  Canada  may 
be  only  slightly  larger  than  the  relatively  light  volxime  in  195^-55  Be- 
cause of  the  currently  heavier  stocks  and  reduced  prices  in  the  United 
States.  Imports  of  bananas,  per  capita  consumption  of  which  is  exceeded 
only  by  that  of  fresh  oranges  and  apples,  probably  will  be  no  larger  dur- 
ing the  year  ending  next  June  30  than  a year  earlier. 

Tree  Nuts 

Total  production  of  the  4 major  tree  nuts  in  1955  is  about  3 percent 
smaller  than  in  1954.  The  almond  and  filbert  crops  are  considerably 
smaller  than  in  1954,  while  the  pecan  and  walnuts  crops  are  slightly 
larger.  However,  the  pecan  crop. is  light  for  the  second  successive  year. 
Grover  prices  for  each  of  these  crops  is  expected  to  average  higher  than 
in  1954. 

Imports  of  almonds  are  expected  to  continue  light  in  1955~56,  and 
those  of  filberts  and  cashews  may  be  smaller  than  in  1954-55*  But  imports 
of  Brazil  nuts  may  be  larger. 

With  favorable  weather  in  195^^  increased  production  of  tree  nuts, 
especially  pecans,  can  be  ej^ected. 


This  represents  mostly  the  hightlights  of  the  1956  Outlook  issue  of 
"The  Fruit  Situation"  for  October  1955 ^ 
a processed  publication  issued  by  the 
Agricultural  Marketing  Service 
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THE  OUTLOOK  FOR  MEAT  AMMALS  IN  1956 


UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Agricultural  Marketing  Service 


Statement  presented  by  Harold  F.  Breimyer  at  the  33rd 
Annual  Agricultural  Outlook  Conference, 
Washington,  D.  C.,  November  29;  1955 


The  livestock  producing  industry  may  be  compared  Just  now  to  a 
heavy-set  man  climbing  a stair.  After  completing  four  fairly  steep 
steps --the  four  consecutive  increases  in  meat  output  since  1951 --the 
portly  gentleman  is  puffing.  He  may  be  approaching  a landing. 

For  the  increases  in  meat  production  have  been  sizable.  Almost 
27  billion  pounds  of  meat  are  being  turned  out  in  1955  • This  is  6 percent 
more  than  195^  output  and  23  percent  more  than  1951 • Consumers  are  being 
supplied  l6l  pomds  of  meat  per  person,  8 povinds  more  than  was  consumed 
last  year,  25  pounds  more  than  1951;  and  the  most  since  I908. 

The  industry,  like  the  corpulent  gentleman,  may  be  running  out  of 
steam.  Price  weakness  encountered  this  fall  is  discouraging,  especially 
to  hog  producers,  while  slaughter  of  cows  and  heifers  has  increased  to  a 
point  that  presages  some  contraction  in  cattle  production. 

Following  the  1953  "break  in  cattle  prices,  prices  of  meat  animals 
proved  fairly  stable  for  2 years.  Then  last  winter,  hog  prices  dropped 
ominously.  This  fall,  both  hogs  and  fat  steers  have  slumped  badly. 

Present  setbacks  are  partly  ten^orary.  But  the  very  high  output  and  low 
prices  this  fall  may  arrest  the  current  expansion  in  production.  The  out- 
look is  for  the  volume  of  meat  output  to  level  out  in  1956 --for  the  stair- 
way landing  to  be  reached  by  the  winded  climber. 

Livestock  production  will  remain  large.  High  incomes  of  consumers 
and  strong  demand  for  meat;  acreage  controls  on  export  crops  which  divert 
cropland  into  feed  use;  lower  support  prices  for  feed  grains;  a search  for 
sources  of  added  incomes  all  these  factors  will  continue  to  support  the 
raising,  feeding,  and  slaughter  of  livestock. 

Production  of  hogs  has  increased  sharply  the  last  2 years.  The 
annual  pig  crop  was  up  13  percent  in  195^;  aii'i  in  1955  the  spring  crop 
increased  9 percent  more  and  a 10  percent  gain  in  the  fall  pig  crop  was 
planned  by  producers  in  June.  This  expansion  started  from  a low  point. 

Our  data  show  that  the  60  poimds  of  pork  supplied  each  consumer  for  con- 
sumption in  195^  vas  the  least  in  I6  years.  The  66  pounds  in  1955  is  a 
sizable  gain,  but  it  scarcely  equals  the  average  consumption  rate  of  the 
last  10  years. 

Low  prices  of  hogs  this  fall,  a great  disappointment  to  producers, 
are  explained  by  the  sizable  increase  in  supply  of  pork  within  a short 
time;  by  weakness  in  consumer  demand  for  pork;  and  by  a widening  of  mar- 
keting margins  from  their  narrower  values  in  early  195^- 

Consumer  demand  for  meat,  while  hard  to  measure,  apparently  is  about 
as  strong  in  I955  as  1954.  It  has  not  increased  along  with  rising  con- 
sumer incomes.  Demand  has  been  weaker  for  pork  than  beef,  extending  a long 
trend  away  from  pork. 
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Marketings  of  hogs  from  the  1955  spring  pig  crop,  which  began  in  August, 
have  been  especially  large  since  the  first  of  October.  Slaughter  of  hogs  from 
October  1 to  mid-riovember  averaged  l8  percent  above  the  same  time  of  195^* 

Having  outrun  the  increase  in  the  pig  crop,  slaughter  probably  has  passed  its 
peak  and  very  likely  will  decrease  in  weeks  ahead,  both  in  actual  number  and 
in  relation  to  last  year.  Nevertheless,  slaughter  will  remain  large  for  sev- 
eral months,  as  marketings  from  the  larger  fall  pig  crop  will  begin  in 
February,  Although  prices  of  hogs  will  likely  strengthen  seasonally  in  early 
winter,  substantial  advances  are  not  in.  prospect  before  late  spring. 

Despite  lower  prices  of  hogs,  the  hog-corn  price  ratio  this  fall  is  only 
a little  below  average.  Factors  influencing  spring  farrowings,  taken  together, 
point  to  the  likelihood  of  no  great  change  in  the  spring  pig  crop.  (Farmers' 
intentions  for  spring  farrowings  will  be  reported  December  22).  While  slaugh- 
ter of  hogs  in  the  first  half  of  195^  will  total  above  1955 > that  in  the 
second  half  may  show  little  or  no  increase.  This  halt  to  the  supply  uptrend 
could  allow  hog  prices  to  regain  their  1955  level  by  around  the  middle  of 
1956;  and  perhaps  at  times  thereafter  to  exceed  prices  of  a year  earlier. 

Because  of  lower  values  in  the  first  half,  the  year's  average  price  may  fall 
a little  short  of  the  1955  average. 

Both  inventory  numbers  and  annual  slaughter  of  cattle  and  calves  have 
been  edging  upward  to  successive  new  highs.  The  record  1955  slaughter  is  up 
2 percent.  It  may  have  been  large  enough  to  arrest  the  uptrend  in  numbers. 

More  significant,  however,  is  the  7 percent  greater  slaughter  of  cows  and 
heifers  estimated  for  1955*  The  fourth  increase  in  a row,  it  probably  reduced 
the  productive  capacity  of  the  national  cattle  herd  for  195^  and  beyond,  and 
seems  to  promise  a cyclical  decline  in  inventories  and  slaughter. 

The  decline  will  probably  be  less  than  in  previous  cycles.  Strong  demand 
for  meat  and  ample  feed  supplies  have  softened  the  stringent  pressures  that 
marked  previous  cattle  cycles . These  factors  have  especially  retarded  slaugh- 
ter of  calves,  vrfaich  in  1955  is  2 percent  below  195^*  Retention  of  young 
stock  will  make  continued  high  volume  of  cattle  feeding  possible,  and  will 
keep  cattle  numbers  higher  than  would  normally  be  expected  in  the  downward 
phase  of  the  cattle  cycle. 

For  1956,  cattle  slaughter  will  stay  large  but  might  dip  below  1955* 

Steer  slaughter  may  be  very  nearly  equal  to  1955  ^ t)ut  producers  may  begin  to 
slow  down  their  marketings  of  cows  and  heifers.  However,  feed  conditions  and 
price  trends  during  the  year  could  alter  the  cow  slaughter  rate  from  present 
prospects . 

If  cattle  slaughter  does  indeed  turn  downward  in  1956>  cattle  prices 
would  likely  commence  a cyclical  recovery.  Changes  within  the  year  would  be 
modest.  Price  strength  is  more  probable  later  in  the  year  than  in  early 
months,  when  the  large  supply  of  fed.  cattle  will  likely  limit  prices. 

About  as  many  cattle  will  probably  be  fed  this  feeding  year  as  last. 

They  will  be  ready  for  market  earlier  than  in  1955  because  they  went  into 
feeding  lots  earlier  and  at  heavier  weights . Some  improvement  in  fed  cattle 
prices  is  in  prospect  this  winter;  a further  increase  is  possible  later. 

Profits  in  cattle  feeding,  while  likely  to  be  no  more  than  average,  could  be 
higher  on  long  feeding  for  late  sale  than  on  short  feeding  for  winter  sale . 

This  would  be  the  opposite  of  1955  when  short  feeding  for  sale  last  winter 
and  spring  returned  the  greatest  profit. 


Sheep  and  lamb  numbers ^ alone  among  all  livestock;  have  trended  down- 
ward for  several  years.  However;  their  decline  is  somewhat  misleading  since 
rising  productivity  (higher  percentage  lamb  crops)  has  maintained  annual  pro- 
duction quite  well.  Enlarged  by  an  apparent  further  small  reduction  in 
inventories;  sheep  and  lamb  slaughter  in  1955  was  the  greatest  since  19^8. 
Slaughter  in  195^  promises  to  be  almost  as  large,  unless  the  decline  in  inven- 
tories should  be  ended  during  the  year.  A reversal  of  the  4-year  downswing 
is  expected  sometime  in  the  next  few  years,  and  when  it  occurs  slaughter  will 
be  reduced. 

Sheep  and  lamb  prices  have  been  about  equal  to  a year  before  during  most 
of  1955*  A reduction  is  not  expected  in  195^.  Prices  could  increase  slightly. 

Prices  of  wool  received  by  farmers  for  the  1955-5^  season  will  average 
about  44  to  46  cents  a pound.  The  difference  between  the  average  price  and 
the  support  of  62  cents  will  be  made  up  by  payments . The  incentive  support 
will  continue  at  the  same  price  and  in  approximately  the  same  form  in  1956. 
Market  prices  of  wool  will  likely  again  be  substantially  below  the  incentive 
level. 


For  this  outlook  session  we  took  a look  at  prospects  for  meat  animals 
5 years  ahead.  Our  report  is  contained  in  the  kit  of  materials  being  distri- 
buted at  this  meeting;  and  is  available  separately  on  request  to  the  Marketing 
Information  Division,  Agricultural  Marketing  Service.  A digest  is  in  the 
Livestock  and  Meat  Situation  for  November  l4.  Our  conclusions  are  that  demand 
for  meat  will  fare  well  in  years  ahead,  if  the  United  States  economy  realizes 
its  potential  for  further  gains  in  employment,  output  and  income.  Supplies 
of  feed  will  be  large . The  anticipated  downswing  in  cattle  numbers  will 
likely  hold  beef  supplies  below  the  1955  record.  But  numbers  will  turn  up- 
ward again.  By  the  early  1960'8  cattle  numbers  and  beef  output  will  probably 
be  up  to  new  highs . And  in  intervening  years  beef  supplies  will  be  compara- 
tively large,  even  if  not  fully  as  large  as  in  1955* 

Production  of  hogs  will  likely  increase  later  in  this  decade  after  a 
possible  reduction  late  in  1956  and  1957*  It  is  projected  upward  at  the  same 
rate  as  the  growth  in  population.  Supplies  of  pork  per  person  thus  are  not 
likely  to  differ  much  5 years  hence  from  presently.  Shifts  of  demand  from 
pork  to  beef  make  any  greater  expansion  unlikely. 

Sheep  numbers  are  expected  to  be  larger  5 years  in  the  future.  This 
increase  too  will  be  moderate,  and  supplies  of  lamb  and  mutton  per  person  are 
estimated  at  about  the  same  as  the  1955  consumption  of  4-^  pounds. 

Prices  are  considered  likely  to  be  rather  favorable  to  livestock  pro- 
ducers emd  relatively  higher  for  cattle  than  hogs.  Meat  animals  as  a whole 
are  expected  to  hold  an  increasingly  important  position  in  the  agriculture  of 
the  United  States,  and  will  likely  contribute  a rising  proportion  of  total 
income  to  farmers. 

To  return  to  the  opening  analogy,  our  escalading  gentleman  may  rest  a 
bit,  but  soon  start  upward  again. 
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Y THE  DmAHI)  K)R  HOUSEHOLD  IJURA3LE  GOODS  AHD  HOUSING 


'Talk  "by  L,  Jay  Atkinson,  Eeonomiote  Offico  of  Busin^sgs 
Economics,  U.  S»  Lepartnent  of  CoHnerce,  at  ths  33rd 
Anziual  igricniltuval  Outlook  Confersncs,  Washi.ngton  25, 
D«  0„ , Wednesday*  Novemter  30 , 1955-^ 


Production  of  major  household  goods  has  "been  at  a record  rate  in  1955=' 

In  the  past  few  months  production  has  Been  sustained  at  a rate  a little  msre 
than  50  percent  ahove  the  average  for  the  years  19-47-^'9''  recent  plateau 

in  production  followed  a period  of  a year  and  a half  of  general  advance, 

Although  the  production  trend  of  the  past  2 years  for  major  household 
durables  is  rou^ly  similar  to  that  of  total  industrial  production,  there 
has  been  a tendency  for  adjustments  in  household  goods  to  be  made  moro  quickly 
than  total  industrial  produstlon.  Beginning  in  1953 » a cutback  in  major 
household  goods  was  mad.e  somewhat  more  rapidly  than  total  production,  and 
during  most  of  1|^54  output  of  these  goods  was  advancing,  wheroau  total  output 
did  not  turn  upward  until  the  third  quarter  of  195^*  Thus  the  advance  in 
output  started  a full  half  year  earlier  for  major  household  goods  than  for 
output  as  a wholes  The  earlier  turtk-up  in  output  of  these  products  In  l95^ 
appears  to  reflect  both  (l)  an  earlier  adjustment  in  inventories  aided  by 
rather  steady  consumer  buying  followed  by  (2)  a rise  in  braying  associate 
with  an  increase  in  housing  starts  beginning  in  the  siuomer  of  195^« 

One  of  the  striking  changes  in  the  past  year  cr  l8  months  is  the  poneirt- 
arably  greater  increase  in  output  of  major  household  durables  than  in  dQ3.1ar 
sales  of  home  furnishings  and  appliance  and  radio  stores  after  allowance  is 
made  for  price  declines  (about  5 percent)  during  this  period.  Part  of  the 
explanation  of  the  considerable  difference  in  the  movements  of  production 
and  retail  sales  of  these  dealers  is  that  output  at  the  bogiiming  of  195^ 
was  below  the  »ate  at  which  such  goods  were  moving  to  final  purchasers* 
Appliance  and  radio-TV  stores  sell  large  quantities  of  merchandise  ot^ier 
than  majer  household  durables®  Also  a considerable  portion  of  hcusehold 
durables^--about  on^-half  of  retail  sales-— -move  through  other  types  of  retail 
stores^  such  as  department  stores,  furniture  stores,  hardware  stores,  and 
farm  implement  dealers  as  well  as  through  nonr-retail  outlets  which  arvsovint 
for  most  of  the  installations  of  such  products  in  new  housesr.  Sales  of 
major  appliance  and  radit^-TV  departments  of  department  stores  have  had  a 
large  increase  in  sales  this  year,  rou^^ily  comparable  with  the  rise  in 
manufacturers*  shipments  and  there  is  evidence  of  increased  promotion  pf 
appliances  by  ether  types  of  stores*.  There  has  been  Gnl3/-  a modijrato  risa 
in  stocks  held  by  oianufactururs  and  wholesalers®  Data  on  stocks  of  theso 
products  in  retail  stores  are  so  pio5-9S}.eal  ?.s  be  ino--:u>.?lu.5i-¥Oo 
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In  any  case,  ..owever,  demana  is  stron  for  major  household  durables 
v;ith  sales  in  1955  at  a record  rateo  The  most  recent  figures  show  that 
the  rising  trend  is  still  underv/ayo  'ith  rising  cost  of  raw  materials 

and  labor,  the  easin'^  in  retell  prices  of  the  nast  2 years  has  been  less 
pronounced  in  the  most  recent  quarter.  Increases  in  v/holesale  prices  of 
household  durables  have  become  more  common  than  reductions.  ConseQ.uently , 
the  declining  price  trend  for  these  uroducts  appears  to  have  been  interruj>- 
ted  at  the  present  time. 

On  the  whole  consumers ‘ unices  for  major  household  aurables  apoear  to 
reflect  the  following  influences  (l)  some  rise  in  materials  prices  and  in- 
wage  rates  on  the  one  hand  offset  by  (2)  a narrowing  in  distributive  margins 
and  services,  and  (3)  a gradual  increase  in  the  efficiency  of  production 
resulting  from  improved  and  often  sin^^lified  design  of  prodmets  and  further 
mechanization  of  production. 

Shifts  in  distribution  have  included  a marked  advance  in  sales  of 
major  apjpliances  and  radio- TY  by  department  stores  in  the  past  year.  This 
strong  rise  follo’/s  a,  period  in  v/hicli  such  sales  tended  to  lag  as  sales  of 
these  products  showed  larger  gaixis  in  other  types  of  stores  including  those 
specializing  in  discounts  from  advertised  list  prices  for  v;ell— knovjn  brands. 
The  considerable  ixicreases  in  sales  by  department  stores  have  accompanied 
vigorous  merchandising  includiiig  special  sales  and  proraotions  featuring  dis- 
coionts  from  list  prices,  steoped-up  advertising,  and  liberal  credit  terms. 
Thrniture  and  homefurni shings  stores  have  aD.so  experienced  substantial  in- 
creases in  sales  in  1955  as  compared  vdth  a year  earlier,  whereas  smaller 
advances  have  been  registered  bj^  appliance  and  radio— TV  stores.  On  the 
basis  of  production  data  and  deuartment  store  sales,  the  difference  in  sales 
between  the  furniture  stores  and  the  apoliance  steres  appears  to  be  the 
result  of  Competitive  influences. 


Some  easing  in  prices 

Moderate  reductions  have  occurred  in  retail  prices  of  home  fiirnlsh- 
ings  during  the  past  year,  and  the  trend  over  the  pai.st  2 or  3 years  has 
brought  an  appreciable  reduction.  If  we  try  to  conroare  movements  in  idiole- 
sale  and  retail  prices  of  housefurni shings,  it  appears  that  mere  reduction 
has  occurred  at  retail  then  at  wholesale  for  each  of  the  principal  groups, 
i.e.  furniture,  household  appliances,  and  radio- TV.  The  apparent  prring  of 
retail  margins  observable  for  these  products  has  become  more  common  in 
the  various  types  of  stores  handling  these  wares,  ’'Off-list”  pricing  has 
been  most  v/idespread  for  electrical  appliances  including  radio— TV  as  a 
series  of  developments  have  focused  attention  on  juroduction  and  distribution 
of  these  products.  There  has  been  considerable  standardization  of  models 
into  a relatively  fev;  types  and  these  have  been  assembled  by  improved  mass- 
production  methods,  A growth  in  demand  for  these  products  has  been  a part 
• f the  housing  boom  of  the  past  several  years  and  it  has  been  accoirpanied  by 
mass-media  advertising  which  has  stressed  the  features  of  the  latest  models 
and  Identified  the  specific  models  available  with  manufacturers*  guaranty 
or  warranty.  These  changes  have  been  accompanied  by  some  shifts  in  distri- 
bution, including  a reduction  in  retailers*  services  and  in  price  margins, 
and  increase  in  Instalment  financing,  ai.d  the  rise  of  liini,te<l -service  stores 
featuring  standard  brands  at  off-list  pricing. 


Sli 


the  consTimers ' standpoint  the  variety  of  the  distritution  and 
service  available  requires  rather  careful  shopping  in  order  to  obtain  the 
combination  of  product  and  service  desired  for  the  various  types  of 
disbw  Though  individual  families^  desires  v;ill  vary,  a considerable 
amount  of  information  is  required  in  order  to  make  the  appropriate  purchases = 
Fortunately  a great  deal  of  factual  information  is  available  from  the 
manufactur-ers  and  the  distributors  as  well  as  from  other  sources, 


Housing 


The  strong  market  for  new  houses  has  been  an  important  influence  in  the 
Gxoansion  of  business  activity  since  the  end  of  World  War  II„  For  nearly 
a decade  no  substantial  letup  has  occurred  in  residential  construction , 
and  the  number  of  nonfarm  housing  starts  has  exceeded  1 million  in  each  of 
the  past  6 years.  In  the  current  e:!q:)ansion  in  economic  activity;  residential 
construction  played  a key  role;  expanding  vigorously  after  the  first  quarter 
of  195^  before  most  sectors  of  industry  began  to  rise, 

During  the  course  of  1955}  there  has  been  a moderate  decline  in  housing 
starts  from  the  very  high  rate  prevailing  at  the  beginning  of  the  year,  with 
appropriate  adjustment  for  seasonal  influenceSo  In  October;  private  nonfarm 
housing  starts  were  at  a seasonally  adjusted  annual  rate  of  l^HdOjODO, 
slightly  lov/er  than  a year  earlier.  The  number  of  housing  units  in  proposed 
home  construction  in  FHA  applications  and  in  VA  requests  for  appraisals  was 
also  somewhat  below  a year  ago. 

Projection  of  housing  starts  by  the  Departments  of  Commerce  and  Labor 
for  1956  has  been  placed  at  I,. 2 million;  which  is  about  one— tenth  below 
the  estimate  for  this  year  tut  about  even  with  195^®  ^he  value  of  housing 
construction  may  show  less  change,  since  costs  have  advanced  about  5 per- 
cent during  the  past  year,  and  a continuing  trend  toward  somewhat  larger 
houses  vdth  more  quality  features  is  expected^  Expenditures  for  additions 
and  alterations  may-  be  larger  in  1956, 

A series  of  mild  measures  gradually  tightening  credit  during  1955 
and  the  recent  slight  decline  in  housing  starts  are  largely  a reversal  ef 
changes  v;hich  occurred  about  a year  earlier.  An  easing  in  the  money  market 
beginning  in  the  la.tter  part  of  1953  und  continuing  in  195^  ^us  followed  by 
a rise  in  residential  construction  activity  during  the  latter  part  of  195^3 
after  adjustment  for  seasonal  influences. 

The  easing  in  mortgage  financing  was  reflected  in  more  ready  availabil- 
ity of  mortgages  with  liberal  credit  terms,  chiefly  tho so 'guaranteed  or 
insured  by  the  Federal  Government , A substantial  reduction  was  made  in 
minimum  downpayment  requirements,.  Some  lengthening  in  the  amortization 
period  for  mortgages  and  a reduction  in  interest  rates  for  conventional 
mortgages  also  ocemrrede  The  libei'allzot.ion  of  credit  tenns  had  a stimulating 
influence  upon  the  purchase  of  nev/  houses^ 


\fhereas,  the  liheralization  in  mortgage  lending  in  1953  195^^  was 

accompanied  hy  a leveling  out  in  income  after  tajces  and  a decline  in  general 
"business  activity,  the  moderate  tightening  in  mortgage  terms  and  in  the 
supply  of  funds  for  lending  during  1955  i^as  accompanied  a substantial 
advance  in  disposable  income  and  in  general  business  activity. 

Let  us  nov;  turn  to  an  ap'oraisal  of  the  basic  influences  affecting 
the  demand  for  housing  including  physical  factors  such  as  population 
grov/th  and  migration  as  Yell  as  economic  factors. 

Influence  of  population  grov;th 

Total  popvLlation  is  increasing  about  1-3/^  percent  per  year,  or  'bout 
tX'jice  as  fast  as  in  the  decade  of  the  1930 In  terms  of  actual  numbers, 
population  of  the  United  States  is  now  increasing  about  2-3/4  million  per 
year.  This  is  roughly  three  times  the  average  annual  increase  during  the 
decade  of  the  thirties  and  about  50  percent  above  that  of  the  tv/enties. 

The  grov;ing  need  for  more  housing  space,  accompanied  by  high  income 
and  generally  favorable  financing  conditions,  has  contributed  not  only  to 
the  high  rate  of  residential  constru.ction  as  a whole  tut  also  to  a more 
rapid  gro’-xth  in  one— family  houses  than  in  multi-family  units  as  a part  of 
the  general  suburbanization  movement. 

For  a number  of  years  after  the  war,  the  emnhasis  was  upon  relatively 
small  houses,  v;ith  special  financing  provisions  introduced  in  1950  for 
"economy"  houses  within  the  budget  of  moderate  income  families^  In  more 
recent  years,  however,  there  has  been  some  movement  toward  larger  houses 
as  many  families  have  outgrov/n  their  accomodations.  The  average  flooi>- 
space  of  nev;  single-family  houses  insured  by  FHA  has  risen  10  percent  in 
the  past  5 years. 


Shifts  in  Age  I^istribution 


An  important  consequence  of  the  changing  rate  of  population  grov;th 
in  the  past  generation  that  affects  housing  requirements  is  a shift  in  age 
distributiono  This  shift  stems  primarily  from  two  developments  (l)  the  long 
decline  in  the  birth  rate  in  the  twenties  and  thirties  and  the  subsequent 
extended  advance,  and  (2)  the  increase  in  life  expectancy,  which  has  been 
especially  marked  for  '-.pmen. 

New  family  formation 

One  aspect  of  shifts  in  age  distribution  v/hich  is  especially  relevant 
to  housing  requirements  is  its  bearing  upon  the  change  in  nev;  family  forma- 
tion. This  in  turn  is  closely  rel*  ted  to  changes  in  the  number  of  households. 
The  birth  pattern  of  the  past  is  the  primary  influence  affecting  new  family 
formation,  although  other  factors,  particularly  the  depression  and  World  War  II, 
have  also  been  important. 


j^or^a  number  of  years  the  average  age  at  first  marriage  has  b-„-cn  in 
the  nei 'Tnborhood  of  20  for  females  and  23  for  males,  v;hile  the  ■prcportion. 
of  the  popula.tion  getting  married,  though  very  substantially  higher  than 
20  yea,rs  ago,  h-  s been  relr^tively  stable.  The  average  annual  number  of 
each  sex  in  the  age  group  20  to  2k  years  is  about  equal  to  net  nev/  family 
formation. 

Since  the  classes  born  in  the  years  1931-35  v;hen  the  birth  rate  was 
quite  depressed  are  novr  in  this  age  group,  net  nev/  family  formation  is  now 
at  a relatively  low  rate.  Little  further  change  in  the  size  of  the  classes 
leaching  marriageable  age  will  occur  for  the  next  fev;  years.  Luring  the 
decade  of  the  1960^s,  however,  a substantial  rise  is  in  rrospect,  and  in 
the  latter  part  of  the  decade  the  number  reaching  these  ages  will  be  fully 
half  again  as  large  as  at  present. 

The  maintenance  of  the  high  current  rate  of  building  for  tlie  next  few 
years  turns  upon  other  influences  besides  new  family  formation. 

Among  these,  changes  in  the  amount  of  ’’croi-zding”  or  "doubling  up" 
of  families  in  households  do  not  appear  likely  to  be  of  major  importance 
in  this  'ceriod.  The  group  of  1,3  million  couples  without  separate 
households  at  the  present  is  somev/hat  smaller  than  in  193‘>>  follov/ing  the 
building  boom  of  the  twenties,  and  the  proportion  doubled  up  now  is 
considerably  lov/er. 

The  number  of  people  in  the  older  age  groups  is  increasing  both 
because  of  the  natural  effect  of  a gro’/ing  population — i.o.  the  rising 
trend  in  births  a generation  or  more  earlier — and  the  reduction  in 
mortality,  Moreover,  v/ith  more  adequate  retirement  and  other  supplementary 
income  for  the  rising  proportion  of  the  population  in  the  upper  age  groups, 
more  of  the  older  couples  as  well  as  single  persons  are  able  to  maintain 
their  ov/n  households. 

In  the  5 years  ending  April  1955 > the  total  number  of  households 
increased  at  an  annual  rate  of  830,000.  Though  the  reported  annual 
changes  are  somewhat  erratic,  there  is  a tendency  in  recent  years 
for  the  rate  of  growth  to  slacken  somewliat.  This  slackening  reflects 
the  smaller  classes  reaching  marriageable  age  in  recent  years,  and  a 
decline  in  the  rate  of  undoubling  of  married  couples  and  related  persons. 

The  "high"  series  projected  by  the  Census  Bureau  is  for  an  average 
increase  of  800,000  households  annually  in  the  next  5 years. 

In  considering  households  in  relation  to  the  demand  for  nev/  residences, 
two  types  of  additional  influences  deserve  attention,  even  tiiuugh  sta- 
tistical information  concerning  them  is  decidedly  piecemeal. 

The  first  is  the  role  of  conversion  of  nonresidential  structures 
to  residencies  and  of  subdividing  existing  housing  structures  into 
additional  households.  The  second  is  the  reverse  influence  of  v/ith— 
drawal  of  houses  through  the  various  processes — negative  conversion, 
demolition,  abandonment,  and  accidental  losses. 


Scattered  information  avaif.-'lile  suagests  t.ru.  t the  addition  of 
households  through  these  processes  was  suhstantiallp  larger  than 
withdrawals  in  the  noiifrrm  housing  market  during  the  decade  of  the 
193c 's  and  again  in  the  1940 's.  In  recent  years,  however,  reports 
from  selected  areas  suggest  that  withdrawals  from  the  housing  market 
have  become  more  important,  amounting  possibly  to  as  much  as  250, COG 
to  300 » 000  units  aiuiually  for  the  nonfarm  housing  market. 

Up  to  this  point  we  have  been  considering  the  influence  of  total 
population  and  household  formation  for  the  United  States  as  a whole. 
Let  us  turn  tc  the  specific  influence  of  shifting  pcpifLation  needs 
v/ithin  and  between  the  various  sectors  of  the  nation. 


Shifting  population  needs 

To  a considerable  extent  migration  tends  to  cancel  out  in  a 
national  equivalent  of  "musical  chairs,"  but  there  are  strong  tides  of  "net" 
migration.  The  oldest  of  these  is  the  net  movement  of  population  off  the 
farm  into  urban  areas.  In  recent  year's,  this  population  shift  has  required 
about  150,000  nonfai-m  dv/elling  units  annually  in  addition  to  that  suggested 
by  household  growth  for  the  nation  as  a -whole, 

n second  major  migration  is  from  the  central  areas  of  cities  to  the 
suburbs.  The  net  contribution  to  housing  demand  corirearable  to  that 
occurring  in  the  farm  areas  does  not  materialize,  howevei',  since  the 
houses  left  behind  in  the  cities  by  the  suburbanites  are  largely 
occupied  by  nev;  ai-rivals  in  the  cities,  mainly  the  people  v/ho  left  the 
rural  areas. 

The  third  major  net  migration  is  the  movement  "tov/ard  the  sun" — 
to  the  far  Western  and  Southv/ostern  States  and  Florida,  To  the  extent 
that  the  net  migration  is  from  metropolitan  areas,  the  dwelling  units  left 
behind  are  largely  available  for  occupancy  by  others,  and  thus  total 
housing  requirements  are  little  affected.  On  the  other  hand,  net  movement 
from  rural  areas  and  villages  remote  frum  metropolitan  areas  may  add  sub-. 
stantially  to  housing  requirements. 


Basic  demand  factors 

Although  it  cannot  be  measured  in  emy  precise  vjay,  it  is  apparent 
that  the  influence  of  the  substantial  general  rise  in  income  per  spending 
unit  or  per  household  from  the  prewar  to  the  posti^^rar  period  has  been  a 
basic  factor  in  the  strong  postiiiar  housing  market,  Tliese  changes  have 
brought  sharp  declines  in  the  number  of  spending  -units  in  the  lower  and 
lov/er-middle  income  groups  and  large  rises  in  numbers  in  the  uppei'-midd]  e 
and  higher  income  groups  even  after  rough  adjustments  are  jna,de  for 
changes  in  prices. 
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x’he  C«»nsumer  iJinance  Survey  has  found  thst  piirchasers  of  new  and  used 
nouses  are  more  co.acentrated  in  the  upper  inoeme  brackets  than  are  home 
Oi'/ners  atj  a group.  ihis  apuears  to  reflect  somewhat  greater  mobility  for 
higher  income  frmilies  as  well  as  a tendency  to  time  purchases  of  houses 
in  periods  v/hen  income  is  high. 


Equity  of  individuals 

Large  liquid  asset  holdings  have  also  had  a favorable  influence  upon 
the  demand  for  housing  since  the  end  of  .'forld  '.far  II.  Throughout  this 
period  the  liquid  asset  position  of  individuals  as  a group  has  been  more 
favorable  than  for  any  year  before  the  war  for  which  data  are  available, 
though  there  has  been  some  decline  in  liquidity  from  the  war  yearso 

Holdings  of  nonliquid  assets  or  equity  of  individuals  are  also  an 
important  influence  affecting  the  demand  for  housing.  I^hich  of  such  equity 
is  in  houses,  and  the  purchase  of  a house  often  involves  the  sale  of  another. 
Accordingly,  the  strong  trend  in  the  price  of  used  houses  in  most  of  the 
postwar  period  bias  been  an  important — though  not  necessarily  an  independent — 
influence  affecting  the  sale  and  hence  the  construction  of  new  houses. 

The  a,verage  price  of  used  houses  purchased  with  VA— guaranteed  loans  has 
advanced  slightly  in  the  past  two  years  following  extended  advances  in 
earlier  years. 


Mortgage  financing 


Let  us  now  turn  to  the  influence  of  changes  in  mortgage  financing 
in  the  past  two  years.  A general  easing  in  credit  which  began  in  the  latter 
part  of  1953  and  extended  into  195^  brought  an  increased  supply  of  funds 
for  mortgage  commitments  and  an  accompanying  liberalization  in  terms 
available  to  the  home  purchaser.  The  relaxation  in  terms  during  this 
period  is  most  readily  seen  in  the  shift  in  the  aharacter  of  loans 
guaranteed  by  the  Veterans  Administration. 


Easier  terms  for  VA  loans 

For  VA  mortgage  lending,  a progressive  easing  in  terms  dirring  1953 
cuid  195^  is  reflected  in  the  rising  pi-oportion  of  It'D  percent  loans  by 
VA  and  the  pi-oportion  ’Ith  maturities  over  25  years.  Though  Va  loans 
are  not  representative  of  home  financing  generally,  they  are  an  important 
part  of  the  total  and  are  the  groun  for  v/hich  expansion  was  most  marked  in 
195-^  and  early  1955* 


-8- 


Some  tightening  in  the  money  market  about  the  beginning  cf  1955 
began  to  affect  adv-nce  commitment?.  The  proportion  of  primary  loans 
closed,  hov/ever,  \inder  VA  guaranty  for  the  full  purchase  price  ran 
a,round  40  percent  throughout  the  first  half  of  1955  and  those  with 
maturities  over  25  years  were  an  equally  important  part  of  the  total. 

Loans  closed  in  the  third  quarter  also  included  a high  proportion  of 
30- year,  no— do^mpayment  loans,  though  new  applications  required  a minimum 
of  2 percent  dompayment  and  a maximum  amortization  of  25  years. 

Eeciucsts  for  YA  appraisals  have  declined  since  Hay  of  this  year, 
follovdng  about  a year  of  unusually  high  activity,  '^hey  are  now  moder- 
ately lower  than  a year  ago.  Applications  for  SEA  commitments  increased 
»nly  moderately  in  the  jjast  year  and  have  declined  in  recent  months. 

Credit  relaxation  appears  to  have  been  especially  important  in  the 
rise  of  residential  construction  last  year  and  some  tightening  has  con- 
tributed to  a slight  decline  this  year.  Purchasing  terms  continue  to  be 
favorable  though  they  are  not  so  liberal  as  a year  ago.  A large  and 
rising  fl®v/  of  income  has  been  an  important  influence  supporting  the 
high  volume  of  residential  activity  durinf:  a period  in  h^ich  other 
factors  have  also  favored  the  housing  market. 
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Constuner  iJurabies  Output  aiid  Private  Eo-a:>ing  Starts 
( "-easonally  adjusted) 


1950 

195U 

1955 

Index,  lyli7-Uy=lC0 

I 

II 

III 

IV 

I 

III 

III 

— 

October 

Major  consumer  durables,  total.. 

IU9 

119 

128 

12U 

127 

151 

16U 

173' 

172 

A.utos 

159 

133 

lUo 

119 

127 

17b 

186 

191^, 

196 

Major  household  goods,  total.. 

lii3 

109 

119 

130 

13c 

135 

IU6 

156 

153 

Furniture  and  floor 

coverings 

120 

99 

96 

105 

105 

108 

113 

120 

- 

Appliances  and  heaters 

132 

106 

113 

112 

113 

132 

11j7 

i/lii6 

Radio  and  television  sets... 

2ii3 

IU8 

206 

259 

257 

22U 

239 

288 

Private  housing  starts  (Annual 
rate,  thousands  of  units)... 

1,3  Uo 

1,113 

1 

1120 

t 

1,215 

1,3&< 

1,36U 

1,361 

1,272 

1,2U2 

1/  July  and  August. 

Sources:  I’ajor  hoxisehold  durables.  Board  of  Governors  of  the  Federal  Reserve 
System;  housing  starts,  U.  3.  Departirent  of  Labor  and  U.  S.  Department  of  Gomrerce. 
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Cons\:mer  Price  Index:  Retail  Prices  of  Selected  Items  and  Specified  Groups 

(1935-39:100) 


1950 

195^ 

1955 

Mar . 

June  Sept . Dec . 

Mar . June  Sept . 

/.ll  furniture  and  bed- 
ding  

222.8 

237.3 

237.0 

237.5 

237.2 

234.8 

232.0 

232.7 

All  furniture 

215. 7 

228.0 

227.8 

228.4 

22.7.9 

224.9 

221.4 

222.  i+ 

Other  housefurnish- 
ings; 

Sewing  machines 

166.2 

185.6 

184.7 

183.6 

182.4 

179.4 

179.9 

178.5 

Washing  machines . . , , 

197.6 

205.3 

203.3 

202.8 

202.0 

199.0 

198.3 

198.5 

Vacuum  cleaners 

135.2 

155.6 

150.6 

154.5 

151.8 

150.9 

145.5 

147.7 

Refrigerators,  elec- 
tric   

142. 7 

134.3 

128.0 

127.7 

125.0 

126.5 

125.3 

118.7 

Television  sets  l/.... 

— 

79.8 

79.2 

74.8 

73.9 

73.9 

72.9 

72.8 

Radios , table 

i64.9 

177.0 

173.5 

172.2 

170.5 

168.4 

167.3 

166.1 

1/  December  1950  equals  100. 


Source;  U.  S.  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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UlITED  STATES  DEPARTIIMT  OF  AGRICULTURE 
Agricultural  Marketing  Service 

K 

THE  OUTLOOK  FOR  FATS,  OILS  AND  OILSEEDS  IN  1956 

Statement  presented  by  S. jGexshben  at  the  33rd 
Annual  Agricultural  Outlook  Conference, 
Washington,  D,  C^,  November  30,  1955 


Certainly  the  most  outstanding  feature  of  the  past  marketing  year  was 
the  huge  quantity  of  exports#  We  shipped  abroad  about  i;,2  billion  pounds 
of  fats,  oils  and  the  oil  equivalent  of  oilseeds#  This  was  600  million 
pounds  more  than  the  previous  high  attained  the  year  before  and  was  achieved 
only  by  sharply  reducing  our  stocks  of  food  fats  and  linseed  oil.  Exports 
were  equal  to  about  30  percent  of  total  production  from  domestic  materials o 
Record  quantities  of  edible  vegetable  oils,  soybeans,  tallow  and  greases  and 
butter  were  shipped  abroad.  More  lard  also  was  exported  than  a year  earlier 
and  shipments  of  linseed  oil  and  flaxseed  continued  heavy# 

Export  prospects  in  1955-56  again  will  be  the  major  consideration  as 
exportable  supplies  will  be  at  least  as  large  as  last  year.  Production  of 
all  fats  and  oils  is  forecast  at  lU,U  billion  pounds,  850  million  more  than 
the  previous  record  of  last  year.  This  increase  will  offset  reduced 
beginning  stocks. 

Fortunately,  present  indications  are  that  total  exports  of  fats,  oils 
and  oilseeds  in  1955-56  will  not  differ  materially  from  last  year.  Con- 
tinued large  exports  of  all  the  major  types  are  anticipated.  Heavy  shipments 
will  be  aicouraged  by  shortages  in  world  supplies  of  sunflower  and  olive  oils, 
reduced  inventories  abroad,  high  economic  activity  in  our  major  world  markets, 
good  dollar  position  of  many  foreign  countries,  competitive  prices  for  many 
U,  S,  commodities,  and  various  U,  S,  Government  programs. 

An  important  factor  in  determining  the  level  of  world  trade  and  hence 
U,  S,  exports  of  fats,  oils  and  oilseeds  in  1955-56  will  be  the  quantities 
imported  into  Russia  and  Eastern  Europe,  These  areas  have  been  taking 
increasingly  larger  supplies.  Imports  (excluding  overland  trade  with  China) 
rose  from  only  85  million  pounds  in  calendar  1950  to  795  million  in  19^kc 
This  was  equal  to  one-third  of  the  increase  in  total  world  exports,  Russia 
and  Eastern  Europe  continued  to  take  large  amounts  in  1955« 

Now  I would  like  to  look  at  the  individual  commodities. 

Lard  supplies  in  1955-56  will  be  about  300  million  pounds  more  than 
last  year  if  production  increases  as  anticipated.  More  lard  probably  will 
be  used  in  shortening  as  prices  are  likely  to  be  down  from  last  year  and  low 
relative  to  the  edible  vegetable  oils.  Present  prospects  suggest  that  exports 
will  rise  above  last  year's  level. 
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Domestic  consumption  of  inedible  tallow  and  greases  has  been  relatively 
stable  during  the  past  four  yearsl  I3eclining  use  in  soap  has  been  counter- 
balanced by  an  expansion  in  other  outlets  such  as  fatty  acids  and  animal  feeds. 
These  trends  probably  will  be  maintained  in  195^-^6e  Supplies  will  be  about 
100  million  pounds  larger  as  output  expands,  but  exports  are  expected  to  rise 
to  a new  high  and  there  may  be  little  change  in  carryover  stocks.  Although 
prices  may  decline  from  recent  levels,  the  1955-56  average  probably  will  be 
greater  than  a year  ago. 

Cottonseed  output  in  1955  is  estimated  at  6.1  million  tons,  7 percent 
more  than  last  year.  Although  acreage  was  cut  lii  percent,  due  primarily  to 
a reduction  in  the  national  allotment,  yields  were  the  highest  of  record. 

Prices  to  farmers  for  1955  crop  cottonseed  are  likely  to  average  near  support 
i$k2  per  ton,  purchase  price,  basis  grade  100,  $8  less  than  last  year)  but 
substantially  below  last  year's  season  average  of  $60,30  per  ton.  Lower 
prices  for  cottonseed  reflect  reduced  returns  for  both  oil  and  meal,  Linter 
prices  are  about  the  same  as  a year  ago. 

The  U,  S,  Department  of  Agriculture  on  October  lU  announced  a marketing 
quota  of  10  million  bales  of  cotton  for  the  1956  crop,  the  minimum  permitted 
by  law  and  the  same  as  for  the  1955  crop.  However,  because  legal  provisions 
resulted  in  the  use  of  a higher  yield  than  a year  ago,  the  national  acreage 
allotment  for  the  1956  crop  was  set  at  17;ii  million  acres,  0,8  million  below 
the  1955  level.  If  cotton  production  next  year  is  the  same  as  the  marketing 
quota  and  the  relationship  between  lint  and  cottonseed  is  the  same  as  the 
average  for  the  past  5 years,  output  of  cottonseed  would  total  about  ii,l  mil- 
lion or  approximately  one-third  less  than  this  year.  Yields  would  have  to 
be  down  sharply  from  the  1955  record  level  if  production  of  cottonseed  is  to 
be  no  larger  than  what  would  be  obtained  from  a cotton  crop  equal  to  the 
marketing  quota. 

The  1955  soybean  crop  is  estimated  at  372  million  bushels,  29  million 
more  than  last  year,  Crushings,  exports  and  carryover  stocks  will  rise  to 
new  highs. 

Exports  have  become  a major  outlet  for  U«  S,  soybeans.  Last  year, 

17  percent  of  the  total  supply  was  shipped  abroad  compared  with  lu  percent 
for  the  1953  crop,  11  percent  for  1952,  and  only  6 percent  in  1951? 

Although  there  may  be  an  increase  in  soybean  production  outside  the 
U,  S.,  due  to  better  crops  in  China,  Canada  and  Japan,  the  e^sport  outlook 
is  favorable  for  the  record  U,  S,  crop.  In  mid-November,  soybean  prices 
were  about  20  percent  less  than  a year  ago  and  remain  competitive  with 
Manchurian  beans.  Total  exports  for  the  marketing  year  probably  will  reach 
at  least  65  million  bushels  compared  with  60  million  in  195U-55c  Inspections 
of  soybeans  for  export  from  October  1,  1955  to  November  18  totaled  12, U mil- 
lion bushels,  1,5  million  more  than  last  year.  Western  European  requirements 
probably  are  larger.  Last  year  25  million  bushels  were  imported  from  the 
Ibited  States,  Japanese  imports,  our  major  market,  from  the  United  States 
for  the  first  6 months  of  the  marketing  year  are  expected  to  amount  to  more 
than  12  million  bushels.  Additional  quantities  taken  after  next  March 
probably  will  bring  the  total  to  about  the  20  million  bushels  taken  last 
year,  Canada  also  is  likely  to  take  about  as  much  as  a year  ago,  8 million 
bushels,  in  spite  of  a 0,7  million  bushel  increase  in  production. 
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Prices  to  farmers  for  1955  crop  soybeans  are  being  supported  at  a 
national  average  farm  price  of  $2.01;  per  bushel,  18  cents  less  than  a year 
ago.  The  support  is  equal  to  70  percent  of  the  February  15,  1955  parity 
price  compared  with  80  percent  of  parity  for  the  1951;  crop.  Prices  received 
by  farmers  in  the  latter  part  of  November  were  near  support.  Any  seasonal 
increase  through  the  s^^ring  would  be  modest  because  of  large  supplies. 

If  the  1956  soybean  crop  should  be  about  the  same  size  as  this  year, 
then  about  2 billion  pounds  of  all  food  fats  excluding  butter  (but  includ- 
ing the  oil  content  of  soybeans)  would  be  available  for  export  in  1956-5?. 

This  assumes  that  1956  cotton  output  would  be  no  larger  than  the  marketing 
quota  for  that  crop  and  little  change  in  production  of  other  food  fats. 
Although  about  200  million  pounds  below  the  195U-55  level  and  less  than  the 
anticipated  shipment  in  1955-56,  this  still  would  be  about  1;00  million  pounds 
more  than  any  previous  export.  The  effect  on  prices  of  this  modest  reduction 
in  exportable  supplies  might  be  offset  by  some  decline  in  the  export  demand. 

Some  recent  export  markets  may  be  smaller  if  Argentine  production  of 
sunflower  seed  is  encouraged  by  higher  guaranteed  prices  to  farmers  by  the 
Government,  Also,  Mediterranean  olive  oil  production  may  soon  recover. 
Similarly,  it  is  possible  that  foreign  soybean  production  will  increase  in 
the  next  5 years  particularly  in  Brazil,  In  that  country,  soybeans  are  a 
good  crop  for  rotation  with  wheat,  the  potential  amount  of  available  land  is 
large  and  a big  processing  plant  is  being  erected  in  the  growing  area. 

These  factors,  along  with  the  expected  steady  increase  in  edible  grade  palm 
oils  and  peanut  production,  may  have  a limiting  effect  on  export  markets  of 
the  future#  On  the  other  hand,  increasing  popidations  and  improving  standards 
of  living  abroad  tend  to  assure  the  Ikiited  States  of  continuing  large  export 
markets  although  perhaps  not  as  great  as  the  2th  billion  pounds  (including 
the  oil  equivalent  of  soybeans)  shipped  in  195U-55, 

Production  of  oilseed  meals  per  grain  consuming  animal  unit  in  1956-57 
probably  would  be  down  moderately  from  the  anticipated  1955-56  level  if  the 
cotton  crop  is  near  the  marketing  quota.  The  level  of  exports  also  will  be 
an  Important  factor.  About  500  thousand  tons,  6 percent  of  output,  were 
shipped  abroad  in  195U-55o  Shipments  probably  will  continue  heavy  in  1955-56, 

Price  support  for  soybeans  is  discretionary.  As  yet,  no  annoimcement 
as  to  support  for  the  1956  crop  has  been  made. 

The  1955  flaxseed  crop  totaled  h3  million  bushels.  This  is  slightly 
more  than  a year  ago  and  about  11  million  greater  than  probable  domestic 
use.  Flaxseed  prices  to  farmers  are  around  the  support  level, 

IMlike  in  recent  years,  prospects  for  exports  of  U,  S,  flaxseed 
through  commercial  channels  and  at  prices  at  least  as  high  as  the  1955 
support  level  appear  reasonably  good.  During  the  past  two  crop  years,  world 
exports  of  flaxseed  and  linseed  oil  averaged  over  56  million  bushels  each 
year.  Sources  other  than  the  United  States  provided  Ip.  million  bushels  in 
1953-51;  and  only  31  million  bushels  in  1951;-55.  The  rest  were  CCC  supplies 
sold  below  U,  S,  prices. 

Present  indications  are  that  exportable  supplies  from  other  countries 
in  1955-56  may  total  between  35  and  UO  million  bushels.  Supplies  from 
Argentina  are  expected  to  be  down  from  last  year  but  will  be  more  than  offset 
ty  increases  in  other  areas,  largely  Canada, 
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Export  availabilities  from  countries  other  than  the  U.  S,  plus  CCC 
sales  probably  will  total  about  k2  to  U?  million  bushels.  If  minimum  require- 
ments (including  about  5 million  to  Russia)  are  about  50  million  bushels  — 

5 to  8 million  bushels  less  than  takings  during  the  past  two  years  — there 
would  appear  to  be  some  prospect  for  commercial  exports  of  U,  So  flaxseedc 
World  imports  may  be  less  than  last  year  because  of  a substantial  rise  in 
prices  since  the  depletion  of  large  stocks  in  the  U,  S.  and  Argentina, 

Production  of  flaxseed  in  1956  probably  will  continue  well  above 
domestic  need,  assuming  average  growing  conditions.  Over  90  percent  of  the 
crop  is  grown  in  Minnesota,  North  and  South  Dakota  where  alternative  land 
uses  are  limited. 

The  U,  S,  and  Canada  have  become  major  exporters  of  linseed  oil  and 
flaxseed  in  recent  years,  mainly  because  of  a sharp  decline  in  exportable 
supplies  from  Argentina,  The  decline  in  Argentine  production  has  reflected 
Government  policies  that  were  more  favorable  to  industry  than  agriculture. 

Prior  to  World  War  II,  Argentina  was  by  far  the  major  source  of  world  supplies? 
exporting  8l  percent  of  total  exports  in  calendar  years  193U-38,  Prospects 
are  that  importing  countries  will  continue  to  need  large  quantities  of  U,  S, 
and  Canadian  supplies.  In  193U-38  world  exports  of  flaxseed  and  linseed  oil 
totaled  71  million  bushels.  However,  the  U,  S,  had  a large  net  import  balance 
in  those  years,  taking  17  million  bushels.  Consequently  about  million 
bushels  went  to  other  areas o Now  large  quantities  have  to  be  shipped  from  the 
U,  So,  just  to  bring  total  availabilities  to  other  countries  up  to  the  prewar 
level,.  In  the  U,  S,  a rising  population  and  an  expanding  economy  have  resulted 
in  more  linseed  oil  being  consumed  than  formerly,  although  down  on  a per  capita 
basis,  despite  replacement  by  synthetics  and  other  oils.  This  would  suggest 
that  if  prosperity  is  maintained  in  other  countries,  they  would  continue  to 
require  at  least  as  much  oil  as  before  World  War  II,  Another  factor  is  whether 
Russia  will  continue  to  import  large  quantities  of  linseed  oil,  CCC  no 
longer  has  large  stocks  of  linseed  oil  on  hand  so  the  possibilities  for  com- 
mercial exports  in  future  years  are  greater  than  they  have  been. 

Support  on  U,  S,  flaxseed  is  discretionary  with  the  Secretary  of 
Agriculture  at  any  level  from  0 to  90  percent c The  1955  crop  is  being 
supported  at  65  percent  of  parity,  $2,91  per  bushel,  farm  basis.  Supports 
have  been  reduced  each  crop  year  since  1953  but  are  still  higher  than  for  the 
1950  and  1951  crops.  As  yet,  no  support  price  has  been  announced  for  the 
1956  crop.  Canada  does  not  support  flaxseed  prices.  World  price  movements 
over  the  past  crop  year  suggest  that  11,3,  flaxseed  prices  are  near  a level 
which  will  permit  sizable  commercial  exports. 

There  is  practically  no  tung  nut  or  castor  bean  production  this  year. 

The  tung  crop  was  severely  damaged  by  freezing  weather  last  spring  and 
about  the  only  castor  beans  raised  are  those  being  used  for  seed  or 
experimental  purposeso 
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Agricultural  Marketing  Service 

THE  OUTLOOK  FOR  PEAEUTS  IN  1.956  '■ 

Statement  presented  by  S.  Cfershben  at  the  33rd 
Annual  Agricultural  Outlook  Conference, 

Washington,  D,  December  1,  1955 

The  1955  peanut  crop  will  provide  many  more  peanuts  than  necessary 
to  meet  food  and  farm  uses  and  prices  to  farmers  for  Spanish  and  Runner?* 
are  likely  to  be  near  the  loan  value*  Prices  for  Virginia  type  peanuts 
have  been  well  above  the  loan  value.  The  loan  value  is  the  support  prico 
less  about  half  a cent  for  storage,  inspection,  grading  and  expenses  of 
cooperatively  marketing  the  peanuts.  Prices  so  far  this  year  have  been 
about  11,6  cents  per  pound  compared  with  the  national  average  support 
level  of  12,2  cents. 

Production  of  peanuts  in  1955  is  estimated  at  1,739  million  pounds, 
716  million  more  than  last  year’s  small  output.  Most  of  the  rise  re- 
flected a record  yield,  although  harvested  acreage  also  was  greater. 

Larger  acreage  is  due  to  a 7«5  percent  increase  in  the  allotment  and  the 
picking  and  threshing  of  a greater  percentage  of  the  allotted  acreage. 
Compared  with  last  year  production  in  the  Southeast  increased  the  most 
followed  by  the  Southwest  and  then  the  Virginia-North  Carolina  area. 

Civilians  in  recent  years  have  been  consuming  about  6,5  pounds  af 
peanuts,  farmers'  stock  basis,  per  person^  Last  year  consumption  fell 
about  half  a pound  because  of  reduced  supplies  and  higher  prices.  In 
March  1955,  the  import  quota  for  the  year  was  raised  from  2 to  5l  million 
pounds,  shelled  basis,  and  in  May  all  restrictions  on  the  quantity  of 
shelled  peanuts  to  be  imported  thjrough  July  1955  were  removed.  Imports 
rose  sharply  last  spring  and  the  total  for  September  195u~August  1955 
was  180  million  pounds,  farmers’  stock  basis-:  With  large  supplies 
again  available  and  prices  lower,  consumption  in  1955-56  is  likely  to 
return  to  about  6.5  pounds  per  person.  If  farm  uses  are  about  the  same 
as  in  recent  years,  about  500  million  pounds,  nearly  30  percent-  of  the 
crop,  would  be  available  for  crushing,  exports  and  addition  to  stocks,, 

As  most  of  the  excess  peanuts  will  be  acquired  by  CCC  under  the 
support  program,  the  quantity  crushed  and  exported  will  depend  to  a 
large  extent  on  Governmental  sales  policyr.  The  Corporation^ has  announced 
that  it  will  purchase  No.  2 shelled  peanuts,  which  are  the  lower  (juality 
edible  nuts,  at  specified  prices  fer  diversion  into  oil  or  export. 
Purchases  for  diversion  will  be  made  only  under  conditions  of  surplus 
and  will  be  terminated  whenever  they  appear  to  be  no  longer  needed.  CCC 
also  can  call  its  loans  on  farmers'  stock  peanuts* 

Prospects  are  that  prices  received  by  farmers  for  1956  crop 
peanuts  will  be  lower  than  for  the  1955  crop.  The  drop  would  reflect 
a reduction  in  the  support  price  and  production  large  enough  to  keep 
prices  around  supports 
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Present  legislation  provides  for  the  transition  froiri  ’’old"’  to 
"luodernized"  parity  for  peanuts  at  the  rate  of  5 percent  of  the  old 
parity  price  per  year  beginning  with  January  1956 « Thus  the  parity 
level  for  the  1956  crop  will  be  equal  to  95  percent  of  the  old  parity. 

The  old  parity  for  peanuts  on  Octooer  15,  1955  (the  latest  month 
available)  was  13.5  cents  per  pound  compared  with  10,9  cents  for 
modernized  parity. 

Another  factor  in  determining  the  support  level  for  the  1956 
crop  is  the  relationship  between  the  estimated  supply  and  the  ’’normal" 
supply  for  that  marketing  year.  For  example,  if  the  estimated  supply 
(carryin  stocks,  production  and  imports)  is  expected  to  be  not  more  than 
108  percent  of  the  normal  supply,  support  would  be  at  90  percent  of 
parity.  If  the  supply  percentage  is  more  than  130  then  support  would 
be  at  no  less  than  the  minimum  of  75  percent.  Normal  supply  is  defined 
by  legislation  as  the  estimated  domestic  consumption  and  expected  exports 
plus  a carryout  equal  to  l5  percent  of  the  two. 

The  estimated  supply,  and  consequently  the  support  level  for  th*? 
1956  crop,  will  depend  largely  on  the  extent  to  which  surplus  1955  crop 
peanuts  are  acquired  and  disposed  of  by  CCC,  The  greater  the  carryover, 
whether  in  Government  or  commercial  hands,  the  greater  the  supply  per- 
centage, If  crushings  and/or  exports  aren’t  substantial,  the  supply 
percentage  would  be  large  enough  to  depress  the  minimum  support  level 
down  towards  75  percent  of  parity,  (The  sliding  scale  went  into  effect 
with  the  1955  crop  but  the  supply  percentage  as  estimated  last  spring 
kept  the  support  at  90  percent  of  parity.) 

The  following  is  an  example  of  the  probable  range  of  support 
prices  for  the  1956  crop. 

Assuming  no  change  from  the  October  15,  1955  level  in  the  index 
of  prices  paid,  interest  and  taxes,  transitional  parity  in  1956  would  be 
12,8  cents  per  pound  (95  percent  of  the  old  parity  of  13 *5  cents). 

Support  at  75  to  90  percent  would  range  from  9*6  cents  to  11^5  cents 
per  pound.  Support  for  the  1955  crop  is  12,2  cents  per  pound,  90 
percent  of  parity. 

The  1956  national  allotment  for  peanuts  is  1,610,000  acres,  the 
minimum  set  by  law.  Initially,  the  1955  allotment  also  was  set  at  the 
minimum  but  it  was  raised  7*5  percent  last  May.  With  average  growing 
conditions  in  1956,  yields  would  be  high  enough  to  provide  a moderate 
surplus  of  peanuts  above  probable  food  and  farm  uses. 
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Statement  presented  by  Frank ’Lowenste in  at  the  33rd 
Annual  Agricultural  Outlook  Conference, 

Washington,  D*  Co,  November  30,  1955» 

Ihe  outlook  for  cotton  during  the  year  ahead  is  for  very  large  supplies 
in  relation  to  disappearance.  A record  supply  of  about  2^.9  million  bales 
in  the  195^^6  marketing  year  and  estimated  disappearance  less  than  12 
million  bales  will  leave  a record  high  carryover  of  about  lU  million  bales 
at  the  end  of  the  marketing  years 

With  the  exceptioh  of  the  1950. crop,  cotton  production  has  been  larger 
than  disappearance  each  season  since  19U7,  as  shown  in  figure  1.  For  the 
past  3 crops  (1953  to  1955)  a record  high  yield  per  acre  has  been  established 
for  each  crop,  as  shown  in  figure  2.  For  1955^  the  acreage  in  cultivation 
on  July  1 was  about  lU  percent  smaller  than  a year  earlier  but  the  crop 
increased  about  7 percent.  Yield  per  harvested  acre  in  1955  was  about  90 
pounds  larger  than  in  195ii» 

With  pTOduction  outstripping  disappearance,  the  carryover  has  increased 
each  season  since  the  post»World  War  II  low  of  2,3  million  bales  on  August 

I,  1951.  The  c^ryover  next  August  1 will  be  equal  to  more  than  a year’s 
disappearance  at  levels  of  the  recent  past.  As  the  carryover  has  increased, 
stocks  held  by  the  Comiriodity  Credit  Corporation  have  also  increased.  On 
November  10,  1955, CCC  held  record  post-World  War  II  stocks  (owned  §nd  held 
as  collateral  against  outstanding  loans)  of  10 eU  million  bales,  Ihis  com- 
pares with  8,1  million  bales  on  August  1 and  7.7  million  bales  on  November 

II,  1954.  Net  entries  into  the  1955  CCC  loan  were  2,352  thousand  bales  on 
November  10,  coir^ared  with  762  thousand  into  the  195U  loan  about  a year 
earlier. 

During  the  past  two  marketing  years  disappearance  of  cotton  in  the 
United  States  has  been  12,3  and  12,14  million  bales.  However,  during  the 
1955-56  season  disappearance  will  probably  decline  to  less  than  12  million 
bale's.  Although  domestic  mill  consumption  is  expected  to  be  larger  than 
the  8,8  million  bales  of  195U-55J  esqports  probably  will  b©  considerably 
smaller  than  the  3«U  million  bales  of  that  season. 

Domestic  mill  consuirption  of  cotton  in  1955=56  probably^will  be  about 
9.2  million  bales,  approximately  5 percent  larger  than  in  195U-55.  The 
average  daily  rate  of  consuiqption  during  the  first  3 months  of  the  current 
season  was  about  6 percent  above  the  same  period  a year  earlier.  However, 
the  rate  of  consumption  during  Febraary-July  1956  is  expected  to  be  close 
to  that  of  a year  earlier,  Ihe  increase  in  cotton  consumption  is  being 
caused  primarily  by  a high  level  of  economic  activi'ty.  Another  indication 
of  larger  corxsumption  is  the  relatively  small  stocks  of  broad  woven  goods 
in  relation  to  unfilled  orders  held  by  mills  at  the  end  of  August, 

Cotton  consuirption  per  person  has  tended  to  decline  during  'the  post- 
war period,  as  shown  in  figure  3»  At  the  same  time  the  consumption  of 
manmade  fibers  per  capita  has  tended  to  increase,  A1 'though  cotton  con- 
sumption per  person  in  1955  will  probably  be  almost  a pound  above  the 
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postwar  low  of  2^.U  pounds  for  19^,  manmade  fiber  consiunption  is  ejq^ected 
to  increase  to  a record  high  of  about  llo2  poundSo  This  is  1,U  pounds  above 
the  previous  rebord  high  of  19^0  and  about  2 pounds  above  195U*  The  in- 
creases in  consumption  of  manmade  fibers  are  occurring  principally  in 
rayon  staple  fiber,  high  tenacity  rayon  yarn,  and  in  the  non-cellulosic 
fibers.  Rayon  staple  fiber  competes  with  cotton  principally  in  apparel 
and  household  uses  and  high  tenacity  rayon  competes  in  industrial  uses. 

Both  of  these  types  of  rayon  are  cheaper  than  cotton.  The  non-cellulosic 
fibers  are  somewhat  more  expensive  than  cotton  but  on  a utility  basis  their 
prices  are  not  as  much  above  cotton  price  as  appears  on  the  surface. 

The  decline  in  cotton  exports  is  being  caused  by  increasing  production 
of  cotton  and  synthetic  fibers  abroad,  and  the  leveling  out  in  foreign 
cotton  consumption.  Larger  production  has  been  caused  in  large  part  by  the 
relatively  high  price  of  American  cotton.  As  shown  in  figure  U,  the  world 
supply  of  cotton  reached  a record  high  in  195ii-55  and  the  supply  in  1955-56 
is  expected  to  be  even  larger^  The  increase  in  world  supplies  has  been  in 
progress  for  several  years.  As  the  world  supply  of  cotton  has  increased, 
the  U.  S,  share  of  the  world  export  market  has  declined,  as  shown  in  figure 

5» 


Foreign  free  world  cotton  production  in  1955-56  is  estimated  to  be 
about  a million  bales  above  the  previous  postwar  high  of  195U-55*  Con- 
sumption in  the  foreign  free  world  during  the  current  season  is  expected 
to  be  only  about  2 million  bales  smaller  than  production.  Net  exports  to 
iron  curtain  countries  and  the  U.  S,  probably  will  increase  foreign  free 
world  requirements  by  about  another  0,3  million  bales* 

If  most  of  the  million  bales  of  l5/l6  inch  and  shorter  cotton  which 
the  CCC  will  offer  for  sale  under  its  special  export  program  on  a com- 
petitive bid  basis  is  actually  shipped, foreign  free  world  stocks  may  in- 
crease by  about  U00,000  bales  and  U,  S.  exports  may  be  close  to  2.7 
million  hales.  If  the  foreign  free  world  does  not  increase  its  stocks  of 
cotton,  U.  S.  exports  probably  will  be  even  smaller,  perhaps  less  than  2,5 
million  bales* 

Funds  committed  by  the  U,  S.  government  to  finance  cotton  exports  in 
the  1955-56  fiscal  year  totaled  about  milliom  dollars  as  of  November  19. 
If  used,  these  funds  win  finance  the  export  of  about  1.8  million  bales. 

In  195U-55  about  1«5  million  bales  were  exported  under  such  financing. 

During  August-October  1955 i the  average  price  for  Middling,  l5/l6  inch 
cotton  at  the  lU  spot  markets  was  below  the  average  loan  rate  of  33*75  cents 
per  pound  at  these  markets.  As  the  entries  into  the  CCC  loan  increased, 
the  price  also  increased  and  on  November  17,  it  was  33*71  cents.  In  the 
past  when  the  supply  of  cotton  has  been  large  in  relation  to  disappearance, 
prices  received  by  farmers  for  cotton  have  remained  close  to  the  loan  level, 
as  shown  in  figure  6.  This  was  true  in  the  prewar  years  and  for  the  two 
seasons  immediately  preceding  the  current  one.  It  is  also  true  of  the 
current  season  to  date. 


EXPORTS  OF  COTTON 

By  Specified  Countries*  as  % of  Total 
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THE  OUTLOOK  FOR  FEED  IN  19^6 


Statement  presented  by  Malcolni\3ough,  - at  the 
33rd  Annual  Agricultural  Outlook  Conference, 
VJashington,  D.  C,,  November  29,  1955 


The  outstanding  feature  in  the  outlook  for  feed  for  the  coining 
year  is  the  very  large  supply  of  feed  grains  and  other  concentrates o 
The  total  feed  concentrate  supply,  which  has  been  at  a generally  high 
level  since  19ii8,  increased  another  9 percent  from  1951i“55  to  1955“56a 
This  year’s  supply  of  197  million  tons  is  larger  than  in  any  previous 
year,  either  in  total  or  per  anlsai  unit.  The  increase  from  last  year 
was  about  equally  divided  between  larger  carryover  and  larger  production. 
The  1955  crop  of  feed  grains  was  10  percent  above  the  19h9-53  average  and 
second  only  to  19U8c  Carryover  stocks  have  increased  during  the  past  3 
years  to  a record  level  this  year,  nearly  double  those  of  1952,  Supplies 
of  feed  concentrates  have  totaled  over  165  million  tons  in  each  of  the 
past  8 years,  whereas  prior  to  19U0  they  never  exceeded  li|0  million  tons  a 

While  v/e  have  had  a series  of  generally  favorable  growing  seasons, 
there  are  a number  of  other  developments  which  have  had  a bearing  on  cur- 
rently big  feed  supplies,  (1)  The  upward  trend  in  yields  of  feed  crops 
over  the  past  25  years,  particularly  for  corn,  has  materially  increased 
tb£  output  per  acre  of  land.  (2)  The  total  acreage  of  feed  grains  has 
increased  12  percent  since  1953  as  land  diverted  from  wheat,  cotton,  and 
other  crops  under  acreage  allotment  has  been  planted  to  feed  crops.  (3) 
Stocks  of  feed  grains  feve  been  accumulating  under  the  price  support  pro- 
grams« Practically  all  of  the  increase  in  stocks  from  1952  has  been  in 
stocks  under  loan  cr  owned  by  CCC.  These  stocks  made  up  about  three- 
fourths  of  the  total  cai’-ryover  this  year,  (It)  Finally,  efficiency  in 
livestock  production  through  technical  developments  in  livestock  feeding 
are  making  possible  increased  production  of  livestock  and  livestock  prod- 
ucts per  ton  of  feed  consumed,  especially  for  some  types  of  livestock. 

Livestock  numbers  have  been  increasing  with  increasing  feed  sup- 
plies, but  at  a slower  rate.  The  prospective  supply  of  feed  concentrates 
per  animal  unit  for  1955-56  is  7 percent  larger  than  last  year  and  a 
little  above  the  previous  record  of  19U9“50.  While  feed  supplies  per 
animal  unit  have  trended  upward,  the  rate  of  feeding  per  animal  unit  has 
barely  been  maintained.  If  we  assume  a rate  of  feeding  per  animal  unit 
in  1955-56  about  the  same  as  the  19U9-53  average,  the  total  feed  concen- 
trate supply  would  be  sufficient  to  meet  our  total  requirements  and  leave 
a carryov*er-  into  1956-5?  a little  above  the  record  carryover  this  year. 
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These  recent  developrnerits  have  a bearing  on  the  feed  situation  in 
1956-57  and  to  some  extent  in  later  years.  Feed  grain  acreage  is  expected 
to  be  maintained  at  a high  level  again  next  year.  With  the  big  carryover 
stocks  in  prospect,  total  feed  concentrate  supplies  are  expected  to  con- 
tinue above  average  in  1956-57 > and  with  normal  growing  seasons,  to  remain 
large  for  the  next  few  years. 

Our  big  feed  supplies  this  year  are  well  distributed  over  the 
country.  Large  crops  of  com  and  other  feeds  were  produced  in  most  of 
the  Southern  States, where  supplies  were  very  short  last  year.  Total  feed 
grain  supplies  are  again  above  average  in  the  North  Central  region^  al- 
though drought  cut  corn  production  well  below  average  in  some  of  the 
Western  Com  Belt  States. 

The  total  com  supply  for  1955-56  is  estimated  at  about  h>2  bil- 
lion bushels,  8 percent  above  last  year,  and  larger  than  in  any  previous 
year.  VIhile  the  1955  crop  was  only  a little  above  the  19ii.9-53  average, 
record  stocks  totaling  1,0211  million  bushels  were  carried  over  on  Octo- 
ber 1.  This  big  carryover  included  about  850  million  bushels  under  loan 
or  owned  by  CCCo  The  ‘'free"  supply,  which  excludes  these  "Governirient" 
stocks,  totals  around  3i350  million  bushels,  about  200  million  bushels 
more  than  the  "free"  supply  last  year.  More  com,  however,  is  e::pected 
to  go  under  price  support  from  this  year's  crop  than  from  the  1951;  crop. 
This  year's  supply  appears  sufficient  to  meet  total  1955-56  requirements 
and  leave  a larger  carryover  at  the  close  of  the  season. 

Supplies  of  oats,  barley,  and  sorghum  grains  are  much  larger  than 
average,  as  acreages  seeded  to  these  grains  have  increased  sharply  in  the 
past  2 or  3 years  and  carryover  stocks  reached  record  levels  this  year. 

The  oats  supply  is  12  percent  larger  than  last  year,  the  barley  supply 
15  percent  larger,  and  sorghum  grain  about  a third  larger.  Although 
hea^^  utilization  of  these  grains  is  in  prospect  for  1955-56,  these  big 
supplies  are  expected  to  result  in  still  larger  carryover  stocks  at  the 
close  of  the  1955-56  season, 

vSupplies  of  high-protein  feeds  for  1955-56  are  moderately  larger 
than  last  year  both  in  total  and  per  animal  unit.  Most  of  the  increase 
is  in  soybean  meal.  The  big  1955  soybean  crop  is  expected  to  yield  about 
hall’  a million  tons  more  sovbean  meal  than  the  5*7  million  tons  produced 
in  1951;-55e 

Feed  prices  have  been  declining  during  the  past  year  or  so,  and  we 
are  going  into  the  1955-56  feeding  season  with  prices  of  feed  grains  and 
high-protein  feeds  substantially  lower  than  a year  earlier.  Prices  re- 
ceived for  feed  grains  in  October  were  21  percent  lower  than  in  that  month 
last  year  and  wholesale  prices  of  high-protein  feeds  were  down  12  percent. 
The  decline  in  prices  paid  by  farmers  for  all  feeds  purchased  has  been 
less  pronounced,  averaging  only  9 percent  lower.  Feed  prices  this  year 
are  influenced  by  the  big  feed  supplies,  lower  support  prices  for  feed 
grains,  and  the  large  quantity  of  corn  not  eligible  for  price  support. 
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Feed  prices  are  expected  to  average  lower  than  a year  earlier,  at  least 
through  this  fall  and  winter.  Last  year  there  was  practically  no  sea- 
sonal rise  in  feed  grain  prices  from  the  fall  to  the  spring  months c High- 
protein  feed  prices  vrere  fairly  stable  from  October  through  February  in 
then  declined  about  10  to  15  percent  in  the  last  half  of  the 
feeding  season*  Some  seasonal  increase  in  feed  prices  may  occur  later  in 
the  current  feeding  year  which,  by  next  spring,  would  narrow  the  gap  be- 
tween prices  this  year  and  a year  earlier o 

Com  prices  have  declined  more  than  seasonally  since  July,  and  in 
recent  weeks  have  been  at  the  lowest  level  since  the  fall  of  19a9«  Prices 
of  oats  and  barley  have  strengthened  since  August,  and  in  October  average 
prices  received  by  farmers  were  only  a little  below  the  1955  support  prices* 
While  these  two  grains  were  unusually  low  relative  to  com  last  summer, 
they  are  near  average  relative  to  corn  this  fall* 

Corn  prices  have  been  below  the  national  average  support  level  dur- 
ing the  past  3 marketing  years.  The  mid-October  price  of  per  bushel 

was  31  cents  lower  than  a year  earlier  and  Iii^  cents  below  the  1955  support 
level*  Lower  corn  prices  reflect  the  bigger  1955  crop  and  also  the  fact 
that  many  producers  in  the  commercial  area  have  again  over-planted  their 
acreage  allotments  and  are  not  eligible  for  price  support.  The  percentage 
of  farmers  complying  with  their  1955  acreage  allotments,  however,  is  con- 
siderably higher  than  in  195Ii»  It  is  estimated  that  around  950  million 
bushels  of  corn  in  the  commercial  area  are  eligible  for  price  support, 
compared  with  about  720  million  last  year*  With  more  corn  eligible  and 
with  prices  lower,  the  quantity  of  corn  placed  under  price  support  is  ex- 
pected to  be  larger  than  in  195U-55a  The  259  million  bushels  of  19514  corn 
placed  under  support  was  much  smaller  than  in  the  two  preceding  years,  re- 
flecting the  smaller  crop  and  the  fact  that  only  about  30  percent  of  the 
corn  in  the  commercial  area  last  year  was  eligible  for  price  support* 

The  hay  supply  for  1955-56  is  larger  than  in  any  past  year  and  U 
percent  larger  than  in  195l4>  but  orJ.y  slightly  above  average  in  relation 
to  the  forage-consuming  livestock  on  farms*  Supplies  are  much  better 
distributed  over  the  country  this  year  than  in  1951|p  Large  supplies  are 
again  available  in  the  North  Central  region  and  supplies  in  the  South  are 
about  a fifth  larger  than  the  very  short  supplies  in  that  area  last  year. 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Agricultural  Marketing  Service 

THE  OUTLOOK  FOR  FOOD  IN  19^6 

Statement  presented  by  Harry '.Sherr  at  the  33rd 
Annual  Agricultural  Outlook  Conference, 
Washington,  D.  C.,  November  30,  19^5 


On  an  overall  basis,  the  food  situation  for  next  year  closely 
resembles  that  of  1955.  Supplies  in  general  are  expected  to  continue 
abundant,  and  sufficient  for  civilian  consumption  of  food  in  1956  to  be 
maintained  at  about  the  present  year's  per  capita  rate,  which  is  13  per- 
cent above  the  prewar  (1935-39)  average.  The  high  level  of  economic 
activity  and  employment  in  prospect  for  next  year  points  to  a record  flow 
of  Income  to  consumers.  This  will  likely  be  reflected  in  the  continua- 
tion of  a strong  demand  for  food  in  1956.  However,  with  large  supplies 
available,  retail  food  prices  probably  will  average  close  to  that  indi- 
cated for  1955#  with  variations  for  individual  items  during  the  year 
reflecting  mainly  seasonal  changes  in  supplies. 

Looking  at  the  demand  side  first,  the  record  high  level  of  consumer 
incomes  expected  for  1956  indicates  some  increase  over  this  year  in  per 
capita  expenditures  for  food.  On  a percentage  basis,  however,  these  ex- 
penditures probably  will  account  for  about  a fourth  of  spendable  income, 
as  it  has  in  recent  years.  For  the  most  part  the  expected  increase  in  the 
amount  of  money  spent  for  food  per  person  next  year  will  be  for  the  more 
expensive  and  highly  processed  foods  rather  than  for  more  food  in  general 
or  due  to  higher  prices. 

The  longtime  trend  in  demand  for  processed  food  has  been  upward, 
and  the  number  of  new  food  products  coming  into  the  donestic  market  to 
meet  this  demand  has  been  increasing,  particularly  in  the  past  decade. 

The  uptrend  in  demand  for  these  foods  is  due  to  many  factors  in  addition 
to  the  level  of  income  consumers  receive.  Important  among  these  factors 
are  the  shift  of  the  population  from  farm  to  nonfarm  areas,  improvements 
in  the  food  distribution  process,  the  more  uniform  quality  and  the  con- 
venience in  use  of  processed  foods,  and  the  general  availability  of  these 
foods  throughout  the  year  at  relatively  stable  prices.  At  present  our 
statistics  on  production  and  consumption  of  processed  foods  are  not  as 
complete  as  we  would  like  to'  have  them.  Some  of  the  surveys  ^diich  have 
been  made  or  are  being  planned  by  the  Department  of  Agriculture  are  ex- 
pected substantially  to  increase  our  knowledge  in  this  area. 

Now  let  us  look  at  the  food  supply  prospects  for  next  year.  In 
general,  record  or  near-record  supplies  are  expected  to  be  available  for 
distribution.  We  will  be  starting  the  new  year  with  a large  number  of 
livestock  on  farms  and  heavier  supplies. of  feed  at  lower  prices  than  at 
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the  beginning  of  195^.  For  meat  this  means  that  total  production  probably 
will  be  at  or  even  slightly  above  the  record  quantity  indicated  for  19^5. 
However,  if  prospective  output  is  measured  on  a civilian  per  capita  basis, 
it  may  be  a little  smaller  next  year  because  of  the  expected  increase  in 
population.  Whether  total  meat  production  next  year  is  the  same  as  or 
exceeds  that  of  this  year  will  depend  on  output  after  mid-1956.  Supplies 
will  be  up  from  a year  earlier  this  caning  winter  and  spring  mainly  be- 
cause of  the  larger  pig  crop  this  fall;  the  number  of  cattle  on  feed  this 
January  1 probably  will  be  about  the  same  as  a year  earlier,  but  could  be 
marketed  for  slaughter  at  a somewhat  faster  rate.  The  quantity  of  meat 
available  in  the  second  half  of  19^6  will  depend  on  farmers’  decisions  for 
farrowings  of  spring  pigs,  and  for  maintaining  or  reducing  the  size  of 
their  cattle  herds.  The  composition  of  the  meat  supply  will  likely  be  a 
little  different  next  year,  with  a moderate  increase  for  pork  at  least 
offsetting  a possible  small  decline  for  beef  and  veal. 

Supplies  of  the  other  livestock  products  will  also  be  very  large 
next  year.  Milk  production  on  farms  in  1956  is  expected  to  exceed  by 
2 billion  pounds  or  more  the  record  output  of  over  12U  billion  indicated 
for  the  present  year.  The  prospective  increase  will  reflect  continuation 
of  the  longtime  upward  trend  in  production  per  cow,  since  the  number  of 
milk  cows  and  heifers  on  farms  at  the  end  of  this  year  probably  will  be 
no  larger  than  a year  earlier.  Thus,  even  with  stocks  likely  to  be  much 
smaller  next  January  1 than  last,  supplies  of  dairy  products  probably 
will  be  plentiful  throughout  the  year  both  in  total  and  on  a per  capita 
basis.  For  the  poultry  products,  "plentiful"  and  "record"  or  "near- 
record" are  also  appropriate  adjectives  to  use  in  describing  the  supply 
prospects  for  next  year.  Compared  with  1955,  more  poultry  meat — both 
chicken  and  turkey — is  expected  to  be  available  in  1956  and  about  as 
many  eggs. 

Now  about  food  from  crops.  The  large  carryover  stocks  of  food 
grains  from  earlier  harvests  plus  the  1955  crops  assure  a continued 
abundance  of  cereal  products.  We  now  have  enough  wheat  to  cover  fully 
our  anticipated  food  and  nonfood  needs  and  exports  through  mid-1957  even 
if  we  do  not  harvest  a single  bushel  of  this  grain  in  1956.  This  example 
represents  an  extreme  situation.  Our  supplies  of  rice  and  grains  other 
than  wheat,  although  substantial,  are  by  no  means  as  large  relative  to 
the  expected  demand  for  these  items.  Edible  vegetable  oils — which  are 
used  to  make  such  products  as  margarine,  shortening,  mayonnaise,  salad 
dressings  and  cooking  oils — are  expected  to  continue  plentiful  throughout 
most  of  next  year.  In  addition  to  the  vegetable  oils,  there  will  be 
plenty  of  butter  and  larde 

At  this  time  we  can  look  ahead  at  most  about  6 months  for  fruits 
and  vegetables,  even  less  for  some  of  the  fresh  commodities.  Supplies 
of  the  processed  fruits — that  is,  the  canned,  frozen  or  dried  items — to 
about  midyear  are  up  some  from  a year  e^lier  but  those  of  the  processed 
vegetables  are  almost  the  same.  Stocks  of  a few  of  the  processed  products 


- 3 - 


may  run  a little  low,  temporarily,  before  the  new  packs  move  to  market 
during  the  second  half  of  1956.  More  fresh  apples,  pears,  and  grapefruit 
are  indicated  next  winter  and  possibly  early  spring  than  last.  The  total 
supply  of  oranges  from  now  till  about  mid-1956  is  about  the  same  as  a 
year  earlier,  but  the  volume  marketed  for  use  in  the  fresh  form  during 
the  coming  months  will  depend  on  how  much  is  used  for  processing  into 
frozen  and  canned  juice,  particularly  the  former.  For  fresh  vegetables, 
supplies  this  winter  will  depend  mainly  on  weather.  An  increase  for  some 
winter-season  vegetables  is  already  indicated  by  the  slightly  larger 
acreages  planted.  Also,  prospects  are  that  imports  of  fresh  vegetables 
this  winter  will  be  up  some  from  the  low  level  of  a year  earlier. 

More  coffee  will  be  available  in  1956  than  this  year  and  at  retail 
prices  probably  averaging  no  higher.  World  production  of  coffee  in  1955 
was  much  larger  than  in  195Ui  and  our  imports  of  this  commodity  through 
next  spring  are  expected  to  continue  at  a higher  level  than  a year 
earlier.  The  world  production  potential  for  coffee  has  been  on  the  up- 
trend in  recent  years  and,  barring  unfavorable  weather,  probably  will 
continue  expanding  in  the  next  5 to  10  years.  This  reflects  the  large 
scale  planting  of  coffee  trees  in  many  countries  since  the  end  of  World 
War  II  and  improvements  in  cultural  practices. 

Food  purchases  by  U,  S.  military  agencies  for  use  by  our  troops 
are  expected  to  be  about  as  large  as  this  year,  but  exports  will  likely 
be  somewhat  lower.  Food  exports  will  be  comprised  mainly  of  commodities 
like  wheat  and  rice,  which  are  in  surplus  supply. 
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;<^THE  OUTLOOK  FOR  CLOTHING  FOR  1956 


Address  by  Vincent  E.'^vins,  prices  and  Cost  of  Living 
Division,  Bureau  of  LaUor  Statistics,  U-  S.  Department  of 
Labor , at  the  33rd  Annual  Agricultural  Outlook  Conferei:ice, 
Washington  25,  D.  C.,  Tuesday,  Novenber  29,  1955 


Any  discussion  which  will  attempt  to  develop  the  outlook  for  clothing 
for  the  coming  year  must  consider  -Ktiat  the  markets  will  offer  tlie  consumer 
and  how  much  it  will  cost  him. 

The  consumer  is  immediately  made  aware  of  any  changes  in  the  usual 
situation  relative  to  the  kinds  and  supplies  of  clothing  through  changes 
in  prices.  It  then  becomes  appropriate  to  discuss  prices  first.  However, 
before  making  an  estimate  for  the  coming  year,  a brief  review  of  the  recent 
past  may  be  in  crd^. 

The  afta'math  of  war  with  its  dislocations  is  inflation.  The  period 
following  World  War  II  was  no  exception.  After  the  end  of  the  war  and 
with  the  lifting  of  controls  clothing  prices  rose  sharply.  They  then  fell 
from  their  immediate  post-war  highs  as  supplies  and  inventories  became 
balanced  with  demand . 

Following  the  outbreak  of  hostilities  in  Korea  prices  of  clothing 
and  materials  from  which  they  are  manufactured  peaked  in  1951.  The 
expectations  of  heavy  demands  for  equipping  a large  armed  force,  which 
would  in  turn  create  shortages  similar  to  those  which  existed  during  the 
previous  war  period,  drove  prices  sharply  upward,  prices  for  many  com- 
modities reached  higher  levels  than  during  the  war  period.  When  the  fear 
of  inadequate  supplies  proved  groundless  prices  began  to  drift  downward. 

By  the  third  quarter  of  1955,  clothing  prices,  as  measured  by  the  Bureau 
of  Labor  Statistics  indexes,  are  about  5 percent  below  their  1951  peaks; 

It  is  important  to  note  that  this  5 percent  decrease  does  not  restore 
prices  to  their  pre-Korea  level.  Compared  to  March  1950  current  wholesale 
and  retail  prices  are  from  5 percent  to  8 percent  higher. 

This  decline  in  prices  has  not  been  uniform  for  clothing  classified 
by  fiber  content.  Retail  prices  for  cotton  clothing  are  about  3 percent 
lower  than  in  1951,  prices  for  wool  clothing  are  about  5 percent  low^. 
prices  for  rayon  and  nylon  clothing,  because  of  the  constantly  expanding 
production  of  fabrics  of  man-made  fibers,  have  experienced  a much  greater- 
decline  of  about  11  percsit.  In  contrast,  retail  prices  for  footwear, 
have  declined  only  1^  percent. 


NOTE:  Opinions  expressed  in  this  paper  are  those  of  the  author  and  do 
not  necessarily  represent  the  position  of  the  Bureau  of  Lebor 
Statistics  or  the  U.  S»  Department  of  Labor. 
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primary  market  and  mill  prices  for  the  raw  materials  and  fabrics  from 
Trtiich  clothing  is  made  have  undergone  greater  changes  since  1951  than  the 
clothing  of  which  they  become  a part,  A3  the  amount  of  processing  imparted 
to  a commodity  is  increased  its  price  structure  becomes  more  conplex  and 
more  resistant  to  price  change.  This  is  illustrated  in  the  following 
paragraphs  which  outline  the  differential  price  movemaits  of  raw  materials, 
and  fabrics  and  intermediate  supplies  with  those  for  the  conpleted  garments, 

prices  of  domestic  wool  \ised  in  the  manufacture  of  apparel  early  in 
19^1  were  lU2  percent  above  their  19li7-U9  average.  By  the  fall  of  1955 
their  prices  declined  over  65  percent  from  their  5l  level  and  are  now 
10  percait  below  their  19U7-ii9  average.  Wool  fabric  prices  over  the  sans 
period  have  declined  by  about  27  percent  or  less  than  half  of  the  decline 
fer  wool.  In  contrast,  the  price  perfcrmance  for  wool  in  the  form  it 
reaches  the  consumer  has  been  much  more  stable.  For  example,  manufactiirers ' 
prices  for  women  *s  untrimmed  coats  currently  are  only  h percent  less  than 
in  1951*  This  moderate  decline  reflects,  to  some  considerable  degree,  the 
practice  which  prevails  practically  throughout  all  branches  of  the  apparel 
industry,  of  manufact\iring  to  historical,  rigid,  price  brackets  or  ’’price 
lining,”  Due  perhaps  to  con5)etition  at  the  store  level,  the  retail  prices 
of  women's  coats  over  the  same  period  have  declined  over  twice  that  amount, 
about  10  percent.  The  decline  in  prices  for  men’s  suits  likewise  has  not 
matched  that  of  raw  wool  and  fabrics.  Manufacturer^  prices  are  currently 
about  10  percent  lower  and  retail  prices  about  5 percent  lows*  than  in  1951. 

In  the  cotton  group  there  is  a closer  relationship  between  the  price 
for  raw  cotton  and  for  fabrics.  Since  1951  the  price  for  raw  cotton  has 
declined  about  25  ps’cent.  The  price  for  unfinished  print  cloth  is  cur- 
rently about  35  percent  lower  than  in  March  1951  and  that  for  percale, 
another  traditional  indicatcr,  about  25  percent  lower.  However,  prices 
for  completed  cotton  garmaits  have  been  relatively  stable  over  this  same 
period.  Typical  are  prices  fer  housedresses  at  the  manufacturers’  level 
which  have  fl’ictuated  within  a narrow  range  since  their  1951  peak  and  which 
are  currently  only  sli^tly  below  it.  At  the  retail  level  their  prices 
are  only  U percent  lower.  Both  manufactiirers*  and  retail  prices  far  men's 
shirts  are  about  2^  percoit  and  5 percent  lower  than  in  1951  and  the 
broadcloth  from  which  they  are  made  is  about  15  ps*cent  lows* , Denim  from 
which  ova* alls  are  made  has  declined  17  per c sit  since  1951,  while  manu- 
facturers' prices  c\irrently  are  about  11  percent  less  and  retail  prices 
about  7 percent  less. 

The  differentials  in  price  changes  for  raw  materials,  and  completed 
garments  of  man-made  fiber  origin  are  not  as  marked  as  for  those  of  natural 
fiber.  Man-made  fiber  prices  are  currently  only  3 percent  lower  than  in 
1951  in  contrast  to  the  65  percent  decline  in  raw  wool  prices  and  the 
25  percent  decline  in  cottcai  prices.  This  stability  is  due  to  the  fact 
that  man-made  fibers  are  produced  by  a relatively  few  large  producers  and 
production  can  be  adjusted  to  demard,  prices  for  women's  rayon  dresses 
for  example  have  shown  little  change  since  1951.  However,  this  stability 
is  due  to  quite  another  reason.  Dresses  are  subject  to  the  same  price 
lining  practices  as  women's  coats  previously  referred  to. 
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prices  far  fabrics  of  man-made  fibers  have  declined  about  the  same 
amount,  2^  percent,  as  have  wool  and  cotton  fabrics  because  they  are 
directly  competitive  for  many  end  uses. 

Retail  prices  of  women's  nylon  hosiery  are  currently  about  18  percent 
lower . This  accounts  for  much  of  the  decline  in  the  rayon  and  nylon  cloth- 
ing group  referred  to  earlier. 

In  leather  products  there  likewise  exists  different  rates  of  price 
movements  between  raw  materials,  intermediate  materials  and  the  end  products, 
prices  for  hides  and  skins,  the  raw  materials  for  leather,  have  declined  $S 
percent  since  19^1  and  are  curraitly  selling  at  38  percent  of  their  19ii7-ii9 
average.  Today's  leather  prices  are  37  percent  low®*  and  factory  prices 
for  shoes  have  declined  8 percent  since  19^1*  Retail  shoe  prices  are  only 
sli^tly  lower  than  at  their  peak  in  19^1  • 

Against  this  background,  where  are  we  today,  and  what  can  we  expect 
in  19^?  During  the  latter  half  of  19^5  prices  far  textiles  and  piece 
goods  from  which  clothing  is  made  have  firmed  and  moved  to  somewhat  hi^er 
levels.  There  has  been  little  change  in  maniifacturers'  prices  fcr  clothing 
generally,  but  for  some  articles  such  as  work  clothing,  increases  have 
already  been  made  effective.  A nuntoer  of  shoe  manufacturers  have  also 
increased  prices.  One  of  the  large  mail-order  firms  has  just  announced 
that  its  spring  19^6  prices  will  be  about  2 percent  to  3 percent  higher, 

A recQit  canvass  of  informed  sources  in  the  market  indicates  that  the 
price  picture  for  195^  will  shape  up  as  follows: 

Womeri's  and  blisses  Coats  and  Suits — prices  will  be  stable 
and  unchanged  from  current  levels  regardless  of  any 
increased  costs  of  materials  and  supplies  because  of 
high  production  and  competition. 

Women's  and  Misses  Dresses — their  prices  will  be  strong 
and  firm  with  some  increases  in  the  low  quality 
category  in  which  increased  production  costs  cannot 
be  absorbed.  Generally,  because  the  industry  practice 
of  pjroducing  garments  to  fit  into  predeta’mined  price 
brackets,  much  of  any  real  price  movement  will  be 
concealed. 

Blouses  and  Sportswear— no  increases  above  current  levels 
are  anticlpjated.  Higher  costs  of  materials  will  be 
offset  by  a continued  high  rate  of  production  of  this 
type  of  apparel. 

Women's  H'^siery — ^prices  will  be  unchanged  from  current 
levels . 

Cotton  Sox  and  Anklets— price  increases  may  be  effective 
for  all  categories  in  tiiis  group.  Industry  spokesmen 
have  said  that  current  mill  price  are  below  break-even 
levels  and  that  prices  must  be  obtained. 


(iLoves — price  increases  are  expected.  Current  prices  are 
unduly  depressed  because  of  lower  demand  and  low  priced 
imports  * 

Handbags — ^prices  will  be  higher  due  to  increased  production 
costs,  primarily  labor  costs. 

Footwear — higho*  prices  are  in  store,  producers  of  women’s 
popular  price  shoes  announced  increases  of  about  25  cents 
per  pair  during  their  recent  shew,  Ihe  two  largest  pro- 
ducers in  the  midwest  recently  announced  increases  of  25 
to  50  cents  per  pair.  This  means  that  prices  to  the 
consumer  may  be  increased  by  as  much  as  $1,00  to  $1,5C 
per  pair  this  spring.  However,  some  industry  men  predict 
a break  in  prices  after  the  first  quarter  of  '5^.  They 
believe  that  the  current  record  rate  of  production  will 
result  in  a surplus  and  an  excessive  invoitory  which  will 
have  to  be  disposed  of  at  low^a:  prices. 

Girls  Wear — ^prices  will  be  firm  with  some  increases  from 
current  levels,  particularly  for  cotton  items  such  as 
dresses  and  slips. 

Infants  Wear — hi^er  prices  due  to  increased  production  costs 
are  forecast,  price  increases  are  more  readily  passed  on 
to  the  consumer  in  this  segment  of  the  apparel  industry 
since  it  operates  on  the  principal  that  grandma  will  pay 
any  price  for  baby’s  needs. 

Men’s  and  Boys’  Furnishings — ^little  if  any  price  change  is 
expected  in  this  area.  There  may  be  some  increases  in 
prices  for  popular  quality  grades  of  underwear  chiefly 
through  the  elimination  of  multiple-unit  prices. 

Men’s  Clothing — there  is  pressure  fer  highs*  prices  but  it  is 
doubtful  that  any  increases  can  be  made  effective.  This 
segment  of  the  apparel  industry  is  currently  emerging  from 
a relatively  depressed  period  and  is  concerned  that  any 
sizeable  price  increases  may  set  up  an  unfavorable  reaction 
and  that  the  present  volume  will  suffer.  Most  manufacturers 
have  brought  out  their  spring  1956  lines  with  no  increases 
in  prices, 

Ihe  estimates  for  1956  listed  in  the  preceding  paragraph  were  made  with 
the  a33uii?>tion  that  the  general  qualities  of  clo'ttiing  produced  by  manufac- 
turers and  found  In  retail  stores  next  year  will  be  the  same  as  those  cur- 
rently available.  These  estimates  do  not  take  into  accomt  any  disappear- 
ance of  present  qualities.  Consumer  demand,  prompted  by  continued  hl^ 
emplo3mient  and  wages,  may  force  the  stocking  of  hi^er  qualities  with  sig- 
nificantly hi^er  price  tags. 
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The  estimates  are  also  made  with  the  assumption  that  production  will 
be  adequate  for  all  purposes.  Currently  the  supplies  of  the  principal 
natural  fibers,  raw  cotton  and  raw  wool,  are  ample  to  meet  any  foreseeable 
requirements.  Man-made  fiber  production,  of  course,  can  be  gauged  to 
existing  demands.  The  raw  material  for  leather  is  a by-product  of  the 
meat  industry. 

Cattle  slaughter  is  expected  to  continue  at  a high  level  in  19^  and 
the  needed  supplies  of  raw-stock  for  leather  will  be  provided.  With  ample 
quantities  of  raw  materials  assured  the  supply  of  clothing  for  19^6  is 
directly  related  to  the  productive  capacity  of  the  textile,  apparel  and 
associated  industries.  All  indications  are  that  this  capacity  will  be 
more  than  able  to  meet  consumer  needs  and  demands . 

During  World  War  II  the  capacity  of  these  industries  was  expanded, 
during  a period  wha:i.  they  were  forced  to  compete  with  armament  manufac- 
turers for  every  essential,  including  labor,  for  producing  their  product. 
Facilities  were  expanded  to  the  point  -vdiere  they  were  able  to  furnish 
apparel  and  equipage  for  the  largest  armed  force  ever  put  into  the  field 
by  Hiis  nation,  meet  our  essential  civilian  needs,  and  provide  much  of  the 
textiles  and  apparel  for  our  allies  and  their  dependent  civilian  populations. 
This  was  a prodigious  feat.  Since  then  this  capacity  not  only  has  been 
retained,  but  has  been  further  added  to  and  has  undergone  constant  modern- 
ization and  improvemOits . 

Over  the  past  several  years  the  production  of  textiles  and  apparel 
has  been  above  the  average  of  19U7-U9  except  for  a short  period  in  195'! 
and  for  about  12  months  beginning  in  the  latter  part  of  1953.  Immediately 
after  Korea  production  increased  about  8 percoit  in  anticipation  of  expanded 
demand.  Then  fell  l6  percent  within  the  next  year  as  supplies  and  stocks 
of  al  1 kinds  proved  more  than  adequate.  Climbed  l6  percent  again  in 
1952—53,  and  reversed  this  trend  in  the  latter  part  of  1953.  Between  June 
and  December  of  that  year  production  declined  almost  20  percent  to  a post- 
Korea  low.  Since  then  it  has  beoa  steadily  rising  and,  in  195^  a new  record 
level  may  be  reached.  The  production  of  shoes  and  slippers  reached  record 
levels  in  1955.  Estimates  for  the  first  half  of  195^  indicate  that  this 
record  may  also  be  surpassed, 

Ttie  estimates  tbat  195^  production  vrill  surpass  ciirrent  substantial 
totals  have  been  made  giving  consideration  to  the  following : 

Inventories  of  completed  articles  of  clothing  are  believed 
to  be  low  to  normal  with  no  excesses  to  be  worked  off. 

That  there  is  a normal  pipeline  supply  at  all  stages  of 
processing  and  production  from  mill  to  cutter-up  to 
retailer , 

That  current  production  is  in  balance  vrith  demand.  With 
demand  for  clothing  indicated  as  steadily  rising, 
production  is  likewise  expected  to  increase  above 
current  levels. 
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An  inqDortant  factor  always  present  in  the  supply  situation  is  the 
position  of  man-made  fibers.  Their  production  aind  supply  can  be  increased 
or  decreased  at  will  in  contrast  to  the  relatively  long  term  productien 
cycle  reqxiired  for  natural  fibers.  The  utilization  of  man-made  fibers 
has  been  steadily  increasing.  Many  believe  that  their  use  will  be  further 
extended  and  total  supplies  of  desirable  fabrics  increased  through  the 
greater  use  of  blends  of  man-made  fibers  with  each  other  and  with  natural 
fibers. 

Fabrics  of  natural  and  man-made  fibers,  and  the  clothing  made  from 
such  fabrics  are  generally  highly  conpetitive.  The  exception,  of  course, 
is  when  that  made  of  man-made  fiber  proves  so  vastly  superior  for  a certain 
use  so  that  it  almost  completely  eliminates  the  use  of  the  natural  fiber. 

An  example  is  the  almost  conplete  disappearance  of  silk  hosiery  fcr  women 
caused  by  the  introduction  of  nylon.  This  competition  has  been  often 
referred  to  as  the  "battle  between  the  fibers." 

Today,  the  textile  industry  is  concentrating  on  the  blending  of  the 
various  man-made  fibers  with  each  other  and  with  natural  fibers.  This 
"marriage  of  fibers"  is  referred  to  by  many  as  the  most  significant 
happening  in  the  textile  field  in  many  years.  By  mixing  and  blending  the 
natural  fibers  of  cotton,  wool  and  silk  ?rith  the  cellulosics,  rayon,  orlon, 
Dacron  or  Acrilon,  and  the  various  man-^nadc  with  each  other,  it  is  producing 
fabrics  that  have  the  particular  advantage  of  each  fiber  contained  in  them. 

The  combinations  which  are  being  produced  are  almost  endless  and  some 
have  already  achieved  a considerable  degree  of  consximer  acceptance.  The 
reasons  for  this  become  evident  if  we  break  down  some  of  these  blends  and 
identify  the  properties  given  the  fabric  by  each  of  the  several  fibers  of 
which  it  is  made. 

One  of  the  most  used  man-made  fibers  in  blending  is  Dynel,  In  suitings 
made  of  rayon-acetate-Dynel  each  fiber  contributes  to  the  fabric  as  follows: 

Rayon  adds  - Moderate  strength 

- Economy 

- Ease  of  dyeing 

- Easy  ironability 

Acetate  adds  - Economy 

- Cr  eas  e r e ten  ti  on 

- Wrinkle  resistance 

Crease  and  shape  retention  when 
fabric  is  either  wet  or  dry 


Dynel  adds 


In  wool-Dynel  suitings — 


Both 

Wool  adds 

- Contribute  warmth 

- Easy  ironability 

- Wrinkle  resistance  when  dry 

- Traditional  hand 

- Ease  of  garment  manufacture 

Dynel  adds 

- Crease  retention-wet  or  dry 

- Shape  retention-wet  or  dry 

- Abrasion  resistance  without  piling  and 

without  sewing  difficulties 

- Wrinkle  resistance  at  all  degrees  of 

humidities 

- Strength 

In  cotton-nylon-Dynel  Dress  Goods — 


Cotton  adds 

- Economy 

- Easy  ironability 

Nylon  adds 

- Abrasion  resistance 

- Resistance  to  shrinkage 

Dynel  adds 

- Wrinkle  resistance 

- Lofty  handle 

- Resistance  to  shrinkage 

- Some  shape  retention 

In  cotton-Dynel  underwear  fabrics 


Both  contribute 

- Softness 

- Original  warmth 

- Strength 

- Comfort 

Cotton  adds 

- Absorbency 

- Easy  ironability 

- Economy 

Dynel  adds 

- Lasting  softness  and  loft 

- Shrink  resistance 

- Shape  retention 

The  blending  of  Dacron  and  wool  to  produce  a light  weight  fabric  for 
men’s  summer  suits  is  an  example  of  the  successful  marriage  of  fibers. 

Of  this  years  sales,  suits  made  of  Dacron  and  worsted  blends  accounted  for 
26%  of  the  total. 

The  65  percent  Dacron  and  35  percent  cott<Hi  fabric,  which  requires 
little  ironing  may  prove  to  be  a new  staple  fabric  for  use  in  shirts, 
blouses,  lingerie  and  pajamas.  It  is  already  well  established  in  the 
men's  shirt  field. 
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The  Orlon-Dynel  pile  fabrics  with  a fur -like  appearance  for  woma:i»3 
coats  have  caught  on.  This  seasons  production  is  expected  to  exceed 
300,000.  Garmoits  of  this  fabric  are  said  to  have  warmth  without  the 
excessive  wei^t  of  some  furs,  to  be  resistant  to  spots  and  stains,  and 
to  have  a soft  liucurious  appearance  combined  with  the  tou^  wearing  quali- 
ties foxmd  in  acrylic  fabrics . 

In  summary,  the  outlook  for  clothing  in  19^6  is  favorable.  Supplies 
will  be  ample.  The  consumer  will  bo  offered  a greater  choice  of  garments 
made  of  fabrics  designed  and  engineered,  through  the  blending  of  man-made 
and  natural  fibers,  to  be  more  durable,  1801*6  comfortable,  and  more  easily 
cared  for.  Prices  will  be  slightly  higher  on  the  average  for  all  clothing 
combined.  Some  weakness  in  prices  for  certain  kinds  made  of  the  older 
staple  man-made  fibers  may  develop  but  curtailed  production  Yd.ll  keep  prices 
from  falling  by  any  great  amount  and  significantly  affecting  the  average. 
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Over  the  past  year  there  has  been  a steady  improvement  in  economic 
conditions  which  has  spread  to  most  sectors  of  the  economy,  except  agri- 
culture We  eDqject  further  gains  in  the  economy  as  a whole  in  1956  with 
some  increases  from  currant  record  rates  of  employment  and  incomes,  But 
\/ith  many  sectors  of  the  econony  now  close  to  capacity  levels,  we  should 
not  expect  as  much  gain  over  the  next  year  as  we  have  had  in  the  past  year. 

Nor  should  it  be  surprising  if  the  very  high  demands  in  some  sectors  such 
as  business  inventories,  residential  building  and  automobiles  which  have 
contributed  greatly  to  economic  gains  over  the  past  year,  should  level  off. 

The  business  boom  has  exceeded  our  expectations  of  last  fall.  National 
output— .as  measured  by  the  Gross  National  Product — increased  almost  33  billion 
dollars,  or  9 percent  between  the  third  quarter  of  1951|  and  the  third  quarter 
of  this  year.  This  is  close  to  three  times  the  rate  economists  have  come  to 
consider  ''normal"  economic  growtho  We  have  moved  from  a troublesome  unemploy- 
ment situation  of  over  3 million  persons  v^ithout  Jobs  to  about  2 million  - not 
much  more  than  the  minimum  that  can  reasonably  be  expected  with  a mobile  pop- 
ulation and  labor  force©  Moreover,  this  has  occurred  in  the  face  of  the 
sharpest  influx  into  the  labor  force  » over  1 1/2  million  persons , mostly 
women  - since  demobilization  of  the  amed  forces  after  World  War  H,  In 
manufacturing  the  work  week  has  lengthened  and  productivity  per  man  hour 
has  increased  more  than  usual  over  the  past  year© 

Increased  output  has  been  sufficient  in  total  to  meet  sharply  e^qpanding 
demands  at  fairly  stable  prices©  Bit  there  have  been  some  inflationary  tend- 
encies in  metals,  machinery,  construction  materials  and  in  consumer  services 
such  as  medical  and  personal  care©  In  contrast,  prices  of  agricultural  conv 
modities  have  declined©  Both  the  BLS  index  of  urban  consumer  prices  and  the 
AMS  index  of  prices  paid  by  farraers  are  at  about  the  same  levels  as  a year 
earlier,  with  lower  prices  for  food  and  other  fam  products  offsetting  in- 
creases elsewhere.  In  recent  months,  the  ELS  index  of  wholesale  prices  has 
been  slightly  higher  than  in  195iij  with  rising  prices  of  some  industrial 
commodities  overbalancing  declines  in  agricultural  commodities© 

VJhat  have  been  the  sources  of  demand  that  have  shaped  the  econony  over 
the  past  year  and  affect  the  economic  outlook  for  1956?  The  table  below 
summarizes  the  increase  in  the  flow  of  expenditures  which  occurred  in  the 
economy  between  the  third  quarter  of  1951l  and  the  same  quarter  of  1955; 
indicates  the  major  sources--consumers,  business  and  government— from  which 
those  demands  arose  5 
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Gross  National  Product 
Third  quarters  19$k  and  1955 
(Seasonally  adjusted  annual  rates) 


Third  quarter 

Third  quarter 

CB^ange 

1951i 

1955 

from  195h 

RLl.  Dol, 

Bil,  Dol, 

Bil.  Dol, 

Gross  National  Product 

Personal  consunption 

358,8 

391c5 

■*•32,7 

expenditures 

237.9 

256,0 

+18,1 

IXi ruble  goods 

'WX 

37o2 

Nondurable  goods 

121,5 

127,0 

■^  5.5 

Services 

87.0 

91.8 

■*•  E.8 

Private  investment 

a5.2 

59,8 

+lii,6 

Residential  construction 

m:? 

1577 

+ 2.5 

Non-residential  construction 

llio3 

16,1 

1,8 

Producers • durable  equipment 

22.2 

25.1 

+ 2,9 

Change  in  business  inventories 

- U.9 

2.ii 

+ 7.3 

Net  foreign  investment 

- 0o7 

- 0,5 

0,2 

Government  purchases  of  goods 

and  services 

75.8 

75.8 

,0 

Federal 

EtT? 

- 277 

National  Security 

(U2.1) 

(E0e6) 

(-  1.5) 

State  and  local 

28.1 

30,2 

2cl 

U,  S,  Departraent  of  Commerce 

Totals  may  not  add  due  to  rounding 


First  it  is  clear  that  e^q^anding  consumer  demand  v;as  by  far  the  most 
inportant  element  in  the  economy  over  the  past  year*  Expenditures  for  con- 
sunptton  goods  and  services  increased  some  18  billion  dollars,  accounting  for 
over  half  of  the  total  gain  in  economic  activity.  Adding  in  also,  expendi- 
tures for  residential  construction  accounts  for  almost  two- thirds  of  the 
increase  over  last  year®  Expenditures  for  durable  goods,  especially  auto- 
mobiles, made  the  largest  gairi->--over  a fourth.  Increases  of  5 percent  for 
nondurables,  including  food,  and  6 percent  for  services  were  more  in  line 
with  the  7 percent  growth  in  consumer  income,  after  taxes# 

Thus,  consumer  expenditures  in  total  have  risen  more  over  the  past  year 
than  consumer  incomes.  The  rate  of  saving  out  of  disposable  income  has  de- 
clined to  the  lowest  level  since  the  scare  buying  that  followed  the  Korean 
outbreak.  The  use  of  consumer  credit  has  expanded  sharply  and  the  total 
credit  outstanding  at  the  end  of  September  was  a record  high  - up  more  than 
5 billion  dollars  over  September  195^ • Nearly  h billions  of  the  increase  v/as 
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for  purchases  of  autromo biles#  Total  consumer  credit-  outstanding  was  higlier 
in  relation  to  consumer  incomes  than  ever  before o 

Even  with  population  up  again  about  2-58  million  persons  over  the  year, 
per  capita  purchasing  power  increased  5 percent;  the  largest  gain  in  5 years  a 

One  final  note  on  the  role  of  the  consumer  in  the  present  boom#  There 
was  no  recession  in  consumer  expenditures  in  x9^h  when  business  and  government 
expenditures  were  trending  down#  In  fact  with  a stable  income  situation  in 
that  period;  consumer  expenditures  rose  steadily,  finally  sparking  the  turn- 
about in  the  business  inventory  situation  in  the  fourth  quarter  of  199h  and 
in  business  capital  investment  in  the  first  quarter  of  1955# 

Turning  now  to  the  investment  sector,  we  see  that  e^qDenditures  in  this 
category  increased  about  a third  between  the  third  quarter  of  195U  and  the 
third  quarter  of  19$Sc  The  increase  in  this  sector  accounted  for  the  rest  of 
the  total  gain  in  the  economye  About  half  of  the  increase  in  investment  re- 
flected the  sharp  change  in  the  business  inventory  positions  A year  ago 
business  inventories  were  being  liquidated  at  the  annual  rate  of  close  to  5 
billion  dollars  a year^  In  the  most  recent  quarter,  business  inventories 
were  being  accumulated  at  a rate  close  to  2 1/2  billions  a yearo  Thus,  the 
total  swing  in  the  inventory  position  from  negative  to  plus  x^ras  over  7 biL. 
lion  dollars#  Despite  the  fact  that  business  inventories  have  been  built 
up  so  far  this  year,  the  increase  has  amounted  to  less  than  3 billion  dol- 
lars over  the  years  Total  business  sales  have  risen  almost  7 billions  so 
that  stock- sales  ratios  are  generally  lox^er  than  a year  earlier  and  sub- 
stantially lower  than  in  1952  or  1953« 

Expenditures  for  new  residential  construction  have  increased  some  18 
percent  over  the  past  year,  Nexir  home  building  received  a substantial  stim- 
ulus last  yea^'  from  longer  credit  terms  and  low  down  payments#  The  rate  of 
new  nonfarm  housing  starts  early  this  year  v/as  about  at  a record  - a rate  of 
over  Isii  million  units  on  an  annual  basis#  Since  then  some  tightening  in 
credit  for  new  homes  has  been  reflected  in  a decline  in  the  rate  of  starts 
to  about  1 l/h  million  units  - not  much  different  than  a year  earlier#  Mort- 
gage credit  on  nonfarm  family  properties  has  increased  to  a new  record  high  - 
more  than  15  percent  over  the  past  year# 

Other  private  construction  outlays,  especially  for  commerical  and 
industrial  facilities,  which  began  to  move  up  in  the  first  quarter  of  this 
year,  have  risen  about  13  percent  from  third  quarter  195ii  to  third  quarter 
1955*  Farm  construction  this  year  apparently  is  running  somewhat  under  last 
year*  Part  of  the  increase  in  construction  expenditures  - both  residential 
and  noni- residential  - reflects  higher  construction  costs#  The  Department  of 
Commerce  index  of  construction  costs  shox/s  an  increase  of  about  U percent  over 
the  past  year# 

Along  Xf/ith  expansion  in  new  plants,  business  investment  in  new  machinery 
also  increased  about  13  percent  over  the  past  year#  There  has  been  a broad 
expansion  in  this  segment  in  which  most  major  sectors  - manufacturing,  trans- 
portation, and  public  utilities  have  participated.  Here  again,  prices  have 
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risen  about  U percent,  according  to  the  ELS  “vdiolesale  index  of  machinery 
prices*  Farm  purchases  of  tractors  and  other  farm  machinery  have  increased 
substantially  over  a year  ago,  when  they  were  very  loWo 

No  significant  change  came  out  of  our  transactions  with  foreign 
countries.  With  boom  conditions  both  here  and  abroad,  our  commercial  ex- 
ports and  imports  in  the  most  recent  months  reported  ran  some  12-13  percent 
over  a year  earlierc  On  balance,  and  taking  inxo  account  shipments  under 
the  Mutual  Security  Program  and  the  flow  of  private  funds  abroad,  the  net 
contribution  of  our  international  transactions  to  economic  activity  is  now 
not  much  different  than  a year  ago® 

Finally,  it  should  be  noted  that  total  government  demand  for  goods 
and  services  (including  Federal,  State  and  local  governments)  did  not  change 
over  the  year®  There  was  a slight  reduction  in  the  rate  of  purchases  for 
national  security  purposes  - but  only  by  U percent  as  compared  with  a drop 
of  20  percent  between  the  third  quarter  of  1953  and  the  same  quarter  of  195U# 
Most  of  the  reduction  in  the  past  year  occurred  by  the  end  of  195U  and  defense 
outlays  have  held  stable  since  then®  National  Security  activities  now  account 
for  a little  more  than  10  percent  of  the  Nations*  total  economic  activity 
con5)ared  with  almost  12  percent  a year  earlier  and  Ik  percent  at  the  same 
time  in  1953#  Over  the  past  year,  there  was  some  reduction  also  in  other 
federal  expenditures© 

State  and  local  government  expenditures  continued  to  rise  by  some  2 
billion  dollars  - much  the  same  annual  increase  that  has  occurred  in  pre- 
vious years  in  the  postwar  period*  A good  part  of  this  increase  was  for 
schools,  highways  and  other  public  construction®  The  increase  in  State  and 
local  goverrunent  outlays  offset  the  decline  from  the  Federal  government© 

What  are  the  demand  prospects  over  the  year  ahead?  In  the  past  year, 
expanding  demands  have  come  from  the  private  sector  of  the  economy,  primarily 
from  consumers*  Total  government  demands  were  practically  unchanged© 

Over  the  next  year  again,  changes  in  the  level  of  government  demands 
are  likely  to  be  small  - and  probably  not  a decisive  factor  in  establishing 
the  overall  trend  in  the  economy  one  way  or  the  other*  Federal  outlays, 
according  to  the  budget  review  a few  months  back  may  be  a little  smaller  in 
the  current  fiscal  year  than  in  fiscal  195U-55®  National  security  outlays 
have  been  stable  so  far  this  year,  and  pending  a real  change  in  the  inter- 
national situation  are  likely  to  continue  so  for  some  time  ahead#  V/ith 
higher  tax  receipts  reflecting  improved  economic  conditions,  and  lov/er  ex- 
penditures, it  is  now  anticipated  that  the  Federal  Budget  will  be  about  in 
balance  this  fiscal  year®  State  and  local  government  expenditures  v/ill  most 
probably  continue  on  the  upward  trend  which  has  added  2 billion  dollars  or 
so  each  year  since  the  end  of  the  War*  According  to  a very  recent  estimate 
prepared  jointly  by  the  Departments  of  Labor  and  Commerce,  public  construction 
outlays  are  expected  to  average  some  10  percent  hi^er  in  1956  than  in  1955* 
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The  same  set  .of  estimates  looks  for  slightly  lov/er  outlays  for  resi- 
dential construction  next  year  than  this  year  - but  not  much  different  than 
the  rate  in  the  third  quarter  of  1955 o New  housing  sfarts  in  1956  are  in- 
dicated at  about  1*,2  million  units,  slightly  under  the  third  quarter  rate* 
This  reflects,  according  to  the  report,  some  decline  in  starts  in  early  1956 
resulting  from  the  recent  ti^tness  in  mortgage  funds  and  less  favorable 
terms  of  payment*  While  there  may  be  some  further  decline  in  housing  starts 
over  the  months  immediately  ahead,  expenditures  are  likely  to  hold  up  re- 
flecting the  trends  toward  larger  and  better  equipped  homes,  more  additions 
and  alterations  on  existing  homes,  and  some  increase  in  construction  costs* 

We  have  two  very  favorable  indications  on  business  investment  in  new 
plant  and  equipment  next  year*  The  Labo r- Comme rce  report  indicates  expendi- 
tures for  private  non- residential  construction  in  1956,  some  7-8  percent 
larger  than  this  year*  Rirther,  the  McGraw-Hill  Survey  of  business  plans 
for  capital  speixiing  in  1956,  released  two  x^eeks  ago,  reports  an  intention 
to  increase  spending  for  new  plants  and  equipment  by  13  percent  over  1955« 
This  is  the  largest  increase  in  planned  capital  outlays  since  1951 o Most 
industries  indicate  large  increases  with  investment  intentions  up  30  percent 
in  manufacturing,  27  percent  in  railroads  and  10  percent  in  the  commercial 
sector.  Mining  and  electric  and  gas  utilities  spending  may  show  some  de- 
cline, Very  large  increases  are  planned  in  the  Iron  and  Steel  and  the  Auto 
industries,  VJhila  the  investment  picture  is  very  favorable  indeed  we  need 
to  point  out  that  a fairly  substantial  increase  has  already  occurred  and 
that  the  third  quarter  rate  was  probably  close  to  5 percent  higher  than  the 
1955  average  will  likely  turn  out  to  be.  Further,  part  of  the  projected 
increase  in  outlays  undoubtedly  reflects  the  fact  that  construction  and 
equipment  costs  are  rising. 

Perhaps  the  biggest  question  mark  in  the  investment  sector  relates 
to  the  volatile  business  inventory  sector.  There  are  historical  precedent s-is 
such  as  in  19ii8-li9  and  again  in  1953-5^1- -that  inventory  accumulation  over  a 
12  to  18  month  period  leads  to  some  liquidation.  The  swing,  as  noted  in  the 
recent  period,  can  have  significant  inpact  on  the  trend  in  economic  activity. 
Yet  the  current  accumulation  which  has  gone  almost  a year  has  been  very  mod- 
erate and  total  inventories  have  not  yet  been  brought  into  line  with  higher 
sales.  The  inventory  build-up  can  continue  at  about  the  current  rate  without 
bringing  a period  of  liquidation  in  1956c  Hit  we  should  ri3t  eijqiect  the  stim- 
ulus to  the  economy  again  from  inventory  build-up  which  x^e  have  had  in  the 
past  year. 

The  international  trade  position  also  ehoxild  continue  much  as  at 
present.  Economic  activity  abroad  is  at  very  high  levels  and  shovrs  no  sign 
of  weakening.  We  can  expect  some  further  rise  in  our  total  exports.  Simi- 
larly with  a strong  economic  situation  here,  our  inports  may  also  increase. 
Again,  the  net  change  from  this  year  should  be  negligible. 

So  far  our  analysis  has  suggested  that  total  government  and  private 
investment  demands  xd.ll  rise  some  over  the  year  ahead.  Turning  now  to  the 
biggest  source  of  demand  - the  AmeirLcan  Gonsiuner  - prospects  are  also 


favorable  for  some  e:3^ansione  Consumer  incomes  continue  to  rise  at  a rate  1 

in  excess  of  1 billion  dollars  a months  reinforcing  and  expanding  the  total  * 

level  of  consumer  demanda  This  does  not  necessarily  mean  that  the  consumer 
will  buy  more  of  everything^  For  example,  it  may  well  be  that  the  same 
number  or  fewer  automobiles  will  be  purchased  in  1956  than  the  record  of 
about  7 l/2  million  cars  this  year.  But  this  was  2 million  more  than  were 
purchased  in  19$ko  Rising  incomes  VTill  nov;  support  a higher  rate  of  pur-  ; 

chases  than  in  19Sk'>  Hit  some  of  the  stimulating  effect  of  easy  install- 
ment credit,  stretching  over  3 years  or  even  more,  heavy  trade-in  discounts 
and  style  changes  will  likely  be  lost  over  the  next  year.  Further,  repay- 
ments on  auto  loans  are  rising  to  the  level  where,  in  the  course  of  a year,  | 

they  will  come  close  to  matching  credit  extended,  even  if  current  sales  are  ; 

maintainedo  This  suggests  a slovier  rise  in  consumer  credit  outstanding. 

Also  there  may  be  some  increase  in  the  saving  rate  from  the  current  level. 

Even  if  fewer  autos  are  purchased  over  the  next  year  - by  no  means  a certainty-, 
expenditures  will  be  down  less.  List  prices  are  higher  and  more  equipment 
is  going  into  the  car^  raising  the  average  price  per  car  delivered.  American 
living  standards,  in  terms  of  the  volume  of  goods  and  services  purchased  per 
person,  have  risen  almost  $0  percent  in  the  last  15  years  and  the  advance 
shows  little  sign  of  abating. 

While  it  is  difficult  to  find  much  potential  expansion  in  consumer 
demand  for  durable  goods  over  the  next  year,  demands  for  food  and  other  non- 
durables and  for  services  should  continue  to  rise*  Note  again  that  consumer 
expenditures  for  other  things  than  the  durables  increased  more  than  10  bil- 
iions  over  the  past  year  compared  with  an  increase  of  8 billions  for  durable 
goods. 


In  summary,  total  demands  in  the  econony,  from  consumers,  business 
and  government,  are  eiqjected  to  increase  moderately  over  the  year  ahead  - 
but  not  as  much  as  in  the  past  year*  The  rise  should  be  sufficient  to 
absorb  the  normal  amount  of  new  entries  into  the  labor  force  without 
significantly  increasing  current  low  levels  of  unemployment.  The  productivity 
of  the  econony  should  enable  higher  demands  to  be  satisfied  at  fairly  stable 
prices  again.  But  some  price  increases  in  the  industrial  se^nent  should  be 
expected.  A demand  increase  again  as  large  as  we  have  had  over  the  past 
year  could  well  bring  strong  inflationary  pressures© 
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POTATOES 


With  a continued  high  level  of  eniplo3mient  and  record  income  in  prospect  for  1956 
a subject  which  has  been  covered  in  considerable  detail  by.  previous  speakers — consumer 
demand  for  potatoes  in  the  year  ahead  is  expected  to  be  as  strong  as  in  1955*  How- 
ever, the  demand  for  potatoes  is  inelastic  and  the  heavy  supplies  from  the  1955 
late  crop  States  probably  will  weigh  on  the  market  into  the  spring. 

The  difficulties  experienced  in  moving  the  large  1955  crop  and  the  relatively  low 
prices  in  prospect  into  next  spring  may  discourage  farmers  from  planting  as  large 
an  acreage  to  potatoes  in  1956  as  in  1955*  But  it  should  be  remembered  that  potato 
production  is  highly  concentrated  in  the  hands  of  comm.ercial  growers  with  the 
facilities  and  technical  "kncn^-how"  for  handling  the  crop.  Further,  the  shift  of 
Iproduction  to  high  yielding  areas  is  still  going  on.  It  seems  to  me  that  under 
such  conditions,  the  danger  in  the  coming  year  is  not  that  production  will  be 
cut  too  drastically,  but  that  production  may  again  exceed  normal  market  requirements. 

Yields  of  potatoes  in  1955  were  considerably  above  those  of  195U,  but  only  moderately 
above  the  3d.elds  in  several  other  recent  years.  The  early  commercial  crop  was  up 
about  15  percent  from  that  of  195^,  with  increased  acreage  and  higher  yields  in 
California  being  the  dominant  factor.  Then,  despite  some  unfavorable  weather, 

3n.elds  in  each  of  the  7 intermediate  States  were  above  those  of  the  previous  yeay 
and  in  most  States  were  above  the  average  of  recent  years.  Last,  but  by  no  means 
least,  the  indicated  production  in  the  29  late  States  is  15  million  bushels  larger 
than  in  195U^  with  all  of  the  increase  in  the  eastern  and  western  regions.  The 
If  larger  production  was  due  to  some  increase  in  acreage  in  the  late  States  and  to 


‘higher  yields,  particularly  in  Maine,  Idaho,  and  California.  In  the  central  States, 
on  the  other  hand,  average  yields  were  well  below  those  of  a year  earlier  and  in- 
dicated production  of  late-crop  potatoes  in  that  area  is  considerably  less  than 
in  195U  and  below  average.  More  than  half  of  the  reduction  in  output  occurred 
because  of  much  lower  yields  in  North  Dakota. 

On  the  price  side,  the  first  part  of  the  1955  season  x^as  encouraging.  Despite 
the  large  early  potato  crop,  prices  during  the  first  5 months  of  1955  averaged 
above  the  corresponding  months  of  195U.  Dxiring  this  period  marketings  from  the 
varioxis  areas  were  well  timed  and  there  were  few  serious  market  gluts.  Also  the 
late  March  Freeze  and  some  drought  damage  in  the  Southern  late  spring  potato  States 
resulted  in  price  strength  from  late  winter  into  May.  But  plentiful  supplies  and 
the  prospect  of  a large  sximmer  crop  subsequently  began  to  weigh  on  market  prices. 
Prices  declined  sharply  dxiring  the  summer  and  producer  representatives  requested 
that  the  Department  of  Agricultxire..take  steps  to  assist  the  industry  in  disposing 
of  supplies  of  1955  crop  potatoes  in  excess  of  market  requirements. 


Agriculture  - Washington 


On  September  15  the  Department  put  into  effect  a potato  diversion  program,  under 
which  growers  receive  supplementary  payments  for  potatoes  diverted  into  starch, 
flour,  or  livestock  feed.  So  far  Maine,  Colorado,  Idaho,  Oregon,  Washington  and 
parts  of  California  have  been  approved  for  participation  in  the  program.  Through 
the  week  ending  November  19,  over  i;  million  bushels  of  potatoes  had  been  diverted 
to  starch  and  another  l6l,000  bushels  to  livestock  feed.  In  addition  to  the  diver- 
sion program,  several  of  the  important  producing  areas  are  operating  under  Federal 
marketing  agreements  and  companion  marketing  orders  which  contain  certain  specified 
size,  grade,  and  quality  restrictions  pertaining  to  the  marketing  of  tablestock 
potatoes  from  those  areas.  An  estimated  UO  percent  of  the  total  195>5  potato  crop 
and  about  half  of  the  late  crop  production  is  covered  by  Federal  marketing  orders. 

Despite  the  industry  efforts  to  move  the  big  crop  as  rapidly  as  possible,  stocks 
of  potatoes  on  January  1 are  apt  to  be  larger  than  a year  earlier,  Fxurther,  indica- 
tions are  that  growers  in  Florida  will  have  a larger  acreage  of  potatoes  for  winter 
harvest.  It  all  adds  up  to  the  likelihood  that  prices  into  next  spring  w^ill  remain 
below  those  of  a year  earlier.  Barring  unfavorable  weather,  producers  must  make 
at  least  a moderate  cut  in  the  acreage  of  potatoes  for  spring  harvest  and  in  the 
acreage  in  the  late  States,  if  prices  to  groT\’-ers  in  the  last  three-quarters  of 
1956  are  to  be  materially  above  the  low  levels  of  a year  earlier. 

Sl-JEETFOTATOES 

Supplies  of  sweetpotatoes  available  into  mid-1956  will  be  miuch  larger  than  dxaring 
the  same  period  a year  earlier.  All  of  the  increase  in  production  over  that  of 
195U  was  due  to  higher  average  yields  as  1955  acreage  was  down  slightly.  However, 
acreage  was  up  in  several  of  the  larger  producting  States — namely,  Louisiana, 

North  and  South  Carolina,  Virginia  and  California. 

The  1955  crop  of  sweetpotatoes  is  estimated  at  36  million  bushels — the  largest 
crop  in  5 years  and  20  percent  larger  than  the  small  195U  crop.  Large  supplies 
from  the  1955  crop  depressed  the  market  and  on  September  15,  United  States  average 
prices  received  by  farmers  stood  at  ^l.ij2  per  bushel.  This  was  the  lowest  mid- 
September  price  since  19h2.  During  the  folloxiring  several  weeks  prices  stayed  de- 
pressed and  in  early  November  the  Departm^ent  of  Agriculture  put  into  effect  a 
purchase  program  to  assist  growers  in  disposing  of  the  large  supplies.  Before  the 
program  really  got  under  way,  market  prices  strengthened  somiewhat  and  so  far  very 
few  purchases  have  been  made  under  the  program. 

The  demand  for  sweetpotatoes  into  mid-1956  is  expected  to  be  at  least  as  strong  as 
in  1955.  Prices  are  expected  to  rise  seasonally  this  winter  and  into  spring.  But 
with  the  heavier  supplies  of  sweetpotatoes  in  prospect,  prices  during  the  next  6 
to  7 months  are  expected  to  average  well  below  the  levels  of  a year  earlier. 

The  lower  prices  for  the  1955  crop  and  the  heavy  labor  requirements  for  planting 
and  harvesting,  probably  will  discourage  farmers  frcti  planting  any  larger  total 
acreage  to  sweetpotatoes  in  the  coming  year.  However,  acreage  may  again  be  increased 
in  some  of  the  States  having  the  greatest  relative  advantages  in  sweetpotatoes  or 
in  those  having  the  least  attractive  alternative  opportunities.  It  appears  that 
unless  yields  are  very  high,  fewer  sweetpotatoes  will  be  produced  in  1956  than 

In  1955. 
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ESTIMATING  MONEY  SAVINGS  AKD  TIME  COSTS  OF  HOIWGa)E  COTTON  DPESSES  ij 

Talk  "by  i'largaret  L,  Brev/,  Head,  Household  Management  Section 

at  the  33rd  Anntial  Outlook  Conference,  ’-Washington  25,  E.  C. , 

Tuesday,  Novemher  29,  1955 

Home  sewing  has  long  "been  regarded  as  one  way  in  v/hich  the  homemaker 
could  add  to  the  economic  vrelfare  of  the  family.  In  recent  years,  hov/ever, 
many  questions  have  "been  raised  as  to  the  relative  advantage  of  this  home- 
making activity.  Home  economists  are  asked  such  questions  as  "Eov;  much  is 
saved  by  sev/ing  at  home?”  or  ”Co-uld  time  be  s-oent  more  -crofitably  on 
activities  other  than  home  sev/ing?” 

To  provide  a first  step  in  measuring  money  saved  by  sewing  at  home, 
home  economists  in  the  Agricultural  Pesearch  Service  of  the  United  States 
Eepartment  of  Agriculture  exoerimented  with  procedures  for  estima,ting  money 
and  time  costs  of  home— produced  clothing.  The  v/ork  so  far  has  been  on  a 
small  scale  and  is  ejqDloratory  in  nature.  If  further  work  v;ere  to  be  done, 
procedures  would  no  doubt  be  modified  in  the  light  of  what  v/e  have  learned 
so  far.  Because  of  the  many  factors  involved,  including  some  that  are  not 
economic,  this  pilot  study  v/as  not  exoected  to  deal  'd-th  all  aspects  of  the 
question.  And  because  no  two  families  are  in  exactly  the  same  situation, 
estimates  for  individual  homemakers  could  give  different  conclusions  as  to 
the  advantages  gained  by  sewing  at  home. 

Essentially  the  uroject  v;as  one  of  constru.cting  in  our  laboratories, 
under  conditions  roughly  comparable  to  those  encountered  in  homes,  gar- 
ments similar  in  style  and  construction  to  garments  purchased  ready-to- 
wear,  comparing  the  money  costs  of  the  two  and  determining  the  time  used 
in  making  the  garments.  The  times  recorded  were  the  actual  v/or^^ing  time, 
excluding  interruptions.  The  ex'r)eriment  covered  cotton  housedresses  and 
street  dresses. 


1,/  This  is  a -orelirainary  report  of  a joint  project  of  the  Household 
Economics  and  Clothing  and  wJ'ousing  Pesearch  Branches,  under  the  super- 


vision of  I'iargaret  L.  Brew,  Su  ^ Smith.  The 

statistical  analysis  was  done 


Houce dresses 


Housedi-esses  were  chosen  for  the  first  part  of  the  experiment  since 
it  was  found  in  our  surveys  of  family  clothing  supplies  that  they  wer<= 
one  of  the  garments  most  frequently  made  at  home,  ■'’e  decided  to  select 
from  the  ready-to-wear  housedresses  available  en  the  market  a small  num- 
ber in  the  price  range  commonly  bought.  Because  it  was  not  feasible  for 
us  to  sample  the  market  as  a whole j we  chose  dresses  priced  bj’-  the  Bureau 
of  Labor  Gtatistics  for  its  Consumer  Price  Index,  In  pricing,,  the  BI.'S 
follows  specifications  developed  from  studies  of  the  purchasing  practices 
of  urban  wage  earners  and  clerical  workers.  The  stores  chosen  for-  pricing 
are  those  catering  to  persons  in  this  group.  Admittedly^  then,  this  proj- 
ect is  geared  to  the  urban  moderate -income  homemaker,  -which  many  of  you 
extension  specialists  tell  us  is  a part  of  the  group  you  serve.  For  farm 
homemakers  we  might  need  to  consider  a different  market. 

In  April  19^14;  five  styles  of  ready-to-iwear  housedresses  were  pur- 
chased in  a large  Eastern  market.  The  dresses  xoere  bought  in  two  of  the 
more  common  sizes — Ih  and  20— to  deteimine  if  size  made  a difference  in 
either  the  money  sa''/ings  or  in  the  tim.e  of  making. 

After  examining  the  styles  of  ccmmercial  housedress  patterns  avail- 
able in  the  same  market,  we  decided  that  it  -would  not  be  possible  to  make 
dresses  from  commercial  housedress  patterns  that  vfould  be  even  reasonably 
similar  in  style  or  construction  features  to  those  found  in  the  ready-to- 
wear  dresses.  The  commercial  patterns  diffei-ed  from  the  ready-to-w’ear 
housedresses  in  that  they  generally  called  for  set-in  sleeves,  cuffs,  and 
slide  fasteners,  they  -were  less  likely  to  call  for  pockets,  and  extensive 
trimming. 

¥e  decided,  therefore,  to  develop  this  part  of  the  experiment  along 
two  lines:  First  to  make  dresses  in  the  laboratory  which  duplicated  as 
closely  as  possible  those  purchased  ready- to --wear,  and  second  to  construct 
dresses  from  commercial  housedress  patterns. 

Homemade  housedresses  duplicating  the  ready-tc-wear, — In  order  to 
duplicate  the  ready-to-wear  dresses,  an  extra  set  of  each  style  was  pur- 
cliased  to  provide  patterns  for  the  dresses  to  be  made  in  the  laboratory. 
The  dresses  were  ripped  apart  and  patterns  were  made  from  the  pieces  using 
standard  pattern  paper  and  entering  markings  simiilar  to  those  found  in  a 
ccmmercial  pattern,  2/  The  time  used  in  preparing  these  simulated  commer- 
cial patterns  rjas  not  counted  in  the  time  spent  in  making  the  dresses. 


_2/  The  dresses  ripped  apart  also,  previded  materials  for  the  laboratory 
testing  of  breaJring  sti-ength,  color  fastness,  etc. 


The  fabrics  available  in  yard  goods  departments  of  stores  priced  by 
BLS  which  came  closest  in  qtiality  and  design  to  those  in  the  ready-to- 
wear  dresses  were  39<^  80— sqiiare  nercales,  the  lov/est  priced  printed  per- 
cales regularly  sold  in  these  stores*  Laboratory  analysis  of  such  char- 
acteristics as  yarn  count,  shrinkage,  weight,  and  color  fastness  did  not 
shov;  them  to  be  very  different  from  the  fabrics  in  the  ready— to- v/ ear 
dresses.  The  trimmings  and  findings  obtainable  on  the  market  in  most 
instances  were  judged  from  eye  inspection  alone  to  be  a better  quality 
than  those  used  in  the  ready-to-wear  hcusedresses,  particularly  so  in 
the  case  of  buttons.  If  standards  for  matching  colors  of  buttons  to 
other  parts  of  the  homemade  dresses  had  been  lower,  lower  -priced  buttons 
in  some  instances  could  have  been  purchased. 

Bvery  effort  v;as  made  to  duplicate  in  the  homemade  dresses  the  type 
and  quality  of  construction  found  in  the  ready-to-wear.  Width  of  seams 
and  hems,  seam  and  hem  finishes,  order  of  construction,  and  type  of 
trimming  v;ere  matched  as  closely  as  nossible.  Rovrever,  the  specialized 
equipment  used  in  garment  factories  permits  certain  types  of  finishes 
and  trimmings  that  cannot  be  duplicated  by  the  homemaker.  Therefore, 
while  the  dresses  made  in  the  laboratory  are  not  exact  conies  of  those 
purchased  ready— to— v; ear,  they  are  as  close  as  it  v;as  possible  to  make 
them  using  typically  home-ovrned  sewing  equipment. 

The  time  and  money  cost  comparisons  of  the  ready-to-wear  and  the 
homemade  housedresses  are  presented  in  Table  1.  The  costs  of  fabric  and 
findings  are  quoted  to  the  nearest  purchasable  amount.  This  procedure 
assumes  that  the  excess  findings  and  fabrics  purchased  would  be  a total 
loss  to  the  homemaker.  Except  for  thread,  a small  cost  item  in  the 
account,  this  assunqDtion  is  probably  correct  in  most  instances.  If  the 
small  amounts  of  leftover  fabrics  and  extra  buttons  were  used  for  other 
purposes,  their  money  costs  could  be  deducted  and  the  money  costs  of  the 
garments  made  at  home  would  be  decreased  slightly.  Power  costs  for  run- 
ning the  sewing  machine  and  heating  the  iron  v/ere  estimated. 

Included  in  the  cost  of  the  copied  dresses  are  estimates  of  the  cost 
of  a commercial  pattern,  even  though  commercial  natterns  v;ere  not  pur- 
chased. An  alternative  procedure  v/ould  have  been  to  add  the  time  spent 
in  preparing  a pattern  from  a basic  pattern,  drauing,  or  adapting  one  or 
more  commercial  patterns  to  the  styles  desired. 


-li- 


Table  1, — filoney  and  tiiao  sosts  of  five  cotton  housedresses , 
duplicates  of  housedresses  purchased  ready-tc-^ear 


Type  of  expenditure, 
time  spent,  and  fabric  yardage, 
by  size  of  housedress 

Housedress  model 

Aggregate 
for  five 
house- 
dresses 

Hi 

H2 

H3 

HU 

H5 

Ready-to-wear,  retail  price  l/dollars 

2.98 

2.99 

3.29 

3.98 

3.99 

17.23 

Duplicate  constructed  in  laboratory; 

Direct  money  cost  of  size  lU:  2/ 

Fabric  (incl,  fabric  trim). 

• •do  • • 

1.27 

1.U3 

1.22 

1.U2 

1.53 

6.87 

Trimming  3/. 

.3ii 

.23 

0 

.oU 

.10 

.71 

Belts  h/  ~ 

0 

0 

0 

.29 

.18 

.U7 

Fasteners  (buttons) 

• • do  • • 

.20 

.10 

.30 

.20 

.20 

1.00 

Thread 

.16 

.16 

.16 

.16 

.08 

.72 

Pattern  (estimate),. 

• « do  • • 

«35 

.35 

.35 

c35 

.35 

1.75 

Power  (estimate) 

.02 

.02 

.02 

.02 

.02 

.10 

Total  direct  money  cost;  2/ 

• c do • « 

2.3U 

2.29 

2.05 

2.U8 

2,U6 

11.62 

Size  20  5/ 

2.i;U 

2.29 

2.05 

2,58 

2.U6 

11.82 

Time  spent:  6/ 

Size  Ih- . .T. 

.hours 

1.6 

1.6 

1.3 

loU 

l.U 

7.3 

Size  20 

1.7 

1.6 

l.U 

1.5 

1.5 

7.7 

Fabric  yardage; 

Size  lU. 

3-1 A 

3-2/3 

3-1/8 

3-l/U 

3-l/U 

— 

Size  20.. 

3-1/2 

3-2/3 

3-1/8 

3-l/U 

3-IA 

1 

1/  Ready-to-wear  dresses  were  purchased  in  April  195U. 

2/  prices  of  materials  and  trimmings  pertain  to  April-May  195U. 

3/  Includes  rickrackj,  piping,  bias  tape,  cording,  and  tabs. 

V Includes  belt  or  belt  buckle  and  backing. 

5/  Different  colored  fabrics  were  used  in  the  replications  of  the  same 

sizes  and  in  different  sizes.  In  order  to  get  a good  match  in  color  be- 
tween fasteners  and  fabrics,  some  fasteners  were  purchased  at  higher 
prices  than  those  quoted  here. 

6/  Derived  from  two  observations  per  garment  and  adjusted  for  learning. 
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Indirect  costs  have  not  been  included,  ’ie  have  assumed  that  the 
family  would  ov/n  a sewing  machine  if  only  for  mending,  that  it  v;ould  own 
an  ironing  hoard  and  iron,  and  that  the  depreciation  on  these  items  ac— 
cotmtahle  to  the  construction  of  a single  garment  would  he  negligible, 
i'lor  have  the  costs  of  owning  such  accessory  equipment  as  riinkiug  shears, 
buttonhole  attachment,  or  a zigzagger  been  included  even  though  such  items 
cannot  he  considered  as  an  ordinary  or  usual  pa.rt  of  household  equipment. 
For  this  estimate,  it  has  been  assumed  that  their  use  extends  over  many 
years  and  many  garments  are  made  v/ith  such  equipment  so  that  the  average 
cost  for  each  garment  is  very  small.  If  a satisfactory  basis  for  esti- 
mating these  equipment  costs  had  been  available  they  would  have  been 
included.  No  attempt  was  made  to  assign  some  of  the  costs  of  housing, 
including  room  space  and  upkeep,  to  the  costs  of  the  homemade  dresses. 

For  this  analysis,  it  was  assumed  that  these  costs  would  have  been  in- 
curred whether  the  dresses  had  been  made  at  home  or  not. 

The  time  required  to  make  the  housedresses  by  the  laboratory  techni- 
cian varied  from  1.3  hours  to  1.6  hours  for  a size  14,  and  slightly  more 
for  a size  20.  This  worker  was  an  experienced  seamstress,  vv'e  do  not 
know  how  many  homemakers  would  be  able  to  equal  or  better  such  a record. 
The  inexperienced  sewer,  or  the  person  who  sews  infrequently  might  be  far 
slower. 

In  substance  then,  by  duplicating  a ready-to-wear  housedress  in  the 
price  range  of  roughly  $3-'''^»  under  the  conditions  described  here  a home- 
maker could  expect  to  show  a potential  saving  in  direct  money  costs  of 
anywhere  from  $©.64  to  $1.53  For  a size  l4,  slightly  less  for  a size  2C 
(table  l).  If  overhead  costs  were  included,  the  savings  v;ould  be  less, 
of  course.  If  she  were  a reasonably  fast  worker,  she  v/ould  spend  about 
one  and  a half  hours  of  working  time.  She  could  reduce  her  money  cost 
by  using  the  same  pattern  more  than  once,  or  by  using  basic  patterns  and 
adapting  to  different  styles,  although  developing  a pattern  for  each  nev; 
garment  v/ould  undoubtedly  increase  her  working  time.  She  would  have  a 
dress  that  was  comparable  in  quality  of  construction  and  quality  of  fabric 
to  the  ready- to— wear.  Some  of  the  findings,  particularly  the  buttons, 
v;ould  be  of  better  quality  than  those  in  the  ready- to-v;ear  garment. 

Homemade  housedresses  from  commercial  .housedress  pattein.s.- — Five 
stylos  of  housedress  patterns  v/ere  selected  from  those  available  on  the 
market.  These  were  made  in  the  laboratory  using  39^  percales,  the  same 
price  fabric  as  that  used  in  the  duplicates  of  the  ready- to-v; ear  house- 
dresses. The  construction  methods  used  were  those  recommended  in  the 
directions  included  in  the  pattern  to  the  extent  that  they  were  avail. able. 
The  pattern  layout  included  with  the  pattern  was  followed. 


The  total  money  cost  of  these  dresses  was  somewhat  greater  than  the 
cost  of  the  duplicates  of  the  ready— to--wear  garments  made  in  the  labora- 
tory— an  aggregate  cost  of  $14*18  for  5 in  size  14  as  against  an  aggregate 
cost  of  511,62  (table  2).  I’asteners  contributed  the  most  to  the  differ- 
ence in  cost;  each  of  the  commercial  patterns  used  called  for  a slide 
fastener,  while  none  of  the  garments  purchased  ready— to— wear  had  one. 
Somewhat  more  yardage  of  fabric  was  used  with  the  commercial  pattern,  par— 
tic\ilarly  so  for  the  size  20,  There  v/as  more  difference  betv/een  the  size 
l4  and  the  size  20  in  the  dresses  made  from  the  commercial  patterns  than 
In  the  duplicate  of  the  ready— to— wear  dresses. 

It  took  somewhere  in  the  neighborhood  of  one— half  to  three-quarters 
of  an  hour  more  to  make  the  dresses  using  the  commercial  patterns  than  to 
make  copies  of  the  ready— to— v;ear  dresses.  The  range  in  time  to  make  the 
dresses  from  commercial  patterns  v;as  1,8  hours  to  2,2  hours;  for  the  du- 
plicates of  the  5 styles  of  ready- to— wear  garments  the  range  was  1,3  hours 
to  1,6  hours. 

However,  in  making  the  dresses  from  the  commercial  patterns,  the 
seamstress  was  aware  that  certain  of  the  procedures  recommended  in  the 
pattern  directions,  though  perhaps  simpler  to  understand  and  to  follow  by 
the  less  experienced  seamstress,  were  more  time  consioming  than  others 
known  to  the  more  expert  seamstress,  He  decided,  therefore,  to  replicate 
one  style  to  determine  if  other  methods  would  have  yielded  shorter  time 
costs.  The  style  selected  was  the  one,  in  the  judgment  of  one  of  the 
project  leaders,  that  would  probably  yield  the  greatest  time  savings 
through  the  use  of  alternate  methods.  It  was  found  that  the  replicated 
style  using  the  alternate  methods  could  be  made  in  approximately  25  per- 
cent less  time  than  that  style  made  according  to  the  pattern  directions. 

If  other  methods  had  been  used  for  all  five  of  the  dresses,  the  time  spent 
would  have  been  closer  to  the  time  required  for  making  the  duplicates  of 
the  ready— to— wear  garments. 

If  the  homemaker* s alternatives  were  to  purchase  a ready— to— wear 
housedress  in  the  popular-priced  range  or  to  make  a housedress  using  one 
of  the  commercial  patterns  available  in  department  stores  and  following 
directions  as  given,  in  making  the  garment  at  home  she  would  have  saved 
somewhere  in  the  neighborhood  of  to  60^  and  she  would  have  spent 
somewhere  in  the  neighborhood  of  2 hcurs  of  her  time. 
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Tal^le  2»  ^Money  and  time  costs  of  fiTe  cotton  liousedresses  made 
from  commercial  patterns 


!iype  of  expenditure, 
time  spent,  ?nd  fabric  yardage, 
by  size  of  housedress 


Housedress  model 


HPi 


HP- 


HP4 


HPc 


■Aggregate 
ifor  five 
■^ouse— 
‘dresses 


Dress  constructed  in  laboratory: 

jiirect  money  cost  of  size  l4:  ^ 
Tabric  (incl*  fabric  trim) dollars 

Trimming  ^ do . . 

Belts  do. . 

Fasteners  (buttons,  slide) .. .do. . 

Thread do.. 

Pattern do  . . 

Pov;er  (estimate). ..do.. 


Total  direct  money  cost: 

Size  l4  Uy 

¥/„ 


1/ 


Size  20  5/* 


,do  ■ 
.do, 


1.77 

0 

.15 

.50 

.24 

.35 

.02 


3.03 

3.12 


1.22 

.08 

.15 

.35 

.24 

.35! 

.02! 


2.41} 

2.61 


1.47!  1.47 
0 0 


.29 

.55 

a6 

.35 

.02 


2.84 

3.03 


Time  spent:  5/ 

Size  l4....... hoxirs  2.2 

Size  20 do..  . 2.2 

Fabric  yardage:  j 

Size  l4 yards ' 3-7/S 

Size  20 odo..  4-l/g 


1.8  1.9 

1.9  2.2 


3-l/g|  >3/4 

3-5/si  iui/4 


.4o 

.55 

.16 

.35 

.02 


1.47 
0 ; 
,^^0  ' 
.55  ‘ 
.16 

.35 

.02 


7.4o 

.08 

1.39 

2«50 

.96 

1.75 

.10 


2.95  ' 2.95  14.18 
3.19  3.20  15,15 


2.2 

2.3 


3- 3/4 

4- 3/8 


2.1 

2.2 


' 10.1 
i 10.8 


3 

3-5/S 


ij  Prices  of  materials  and  trimmings  pertain  to  May  1955.  Cotton  yard 
goods  prices  vere  very  little  different  from  those  a year  earlier  xirhen  the 
ready-to— wear  housedresses  were  purchased. 

^ Includes  bias  tape  only. 

V Includes  belt  or  belt  buckle,  backing,  and  eyeletsc 

^ Different  colored  fabrics  were  used  in  the  replications  of  the  same 
sizes  and  in  different  sizes.  In  order  to  get  a good  match  in  color  between 
fasteners  and  fabrics,  some  fasteners  were  purchased  at  higher  prices  than 
those  quoted  here, 

^ Same  operator  as  for  duplicates  of  housedresses  purchased  ready-to- 
wear,  Derived  from  two  observations  per  garment  and  adjusted  for  learning. 


-8- 


Cotton  daytime  dresses 

Cotton  daytime  dresses  were  selected  for  the  second  unit  of  work, 
because  this  type  of  dress  also  is  shown  by  surveys  to  be  among  those 
garments  more  frequently  made  at  home.  Ten  styles  of  these  dresses 
which  met  BLS  specifications  for  cotton  street  dresses  were  purchased 
in  a large  Eastern  market.  These  dresses  ranged  in  price  from  $8,95  to 
$12.95.  ^ examination  of  the  commercial  patterns  on  the  market  showed 

that  5 of  these  10  ready-to-wear  dresses  could  be  matched  reasonably 
well  with  respect  to  style,  fabric,  and  trimming.  These  5 were  there- 
fore used  for  the  laboratory  experiment  and  the  comparison  of  money  and 
time  costs  of  home  sewing.  In  the  Judgment  of  the  project  leaders,  these 
5 were  a good  representation  of  the  total  10  in  fabrics,  trimrings,  and 
in  construction  features. 

The  money  costs  of  the  5 homemade  dresses  totaled  $2U,55  less  than 
the  5 purchased  at  retail  for  the  size  l4,  or  an  average  of  $4,91  (table  3)» 
The  time  spent  in  making  the  dresses  ranged  from  2,4  hours  to  3*3  hours, 

¥e  have  not  attempted  so  far  to  determine  how  much  the  money  costs  could 
have  been  reduced  by  the  use  of  different  pattern  layouts,  or  how  much 
the  time  costs  could  have  been  reduced  by  the  use  of  alternate  construc- 
tion methods. 

Conclusions 


Under  the  conditions  of  this  experiment,  it  is  clear  that  savings 
resulted  from  making  housedresses  and  cotton  daytime  dresses  at  home. 

For  comparable  dresses  in  a size  l4,  the  saving  averaged  approximately 
$1  for  the  housedresses  and  nearly  $5  for  the  street  dresses,  “Savings" 
are  used  here  in  the  sense  of  "money  that  would  otherwise  have  been 
spent," 

Interpretation  of  these  findings  should  emphasize  that  in  such  an 
experiment  certain  assximptlons  must  be  made  in  order  to  define  a problem 
that  can  be  studied.  By  way  of  summary,  the  key  points  to  keep  in  mind 
as  to  these  assumptions  are: 

Equipment,  It  was  assumed  that  the  equipment  was  used  enough  and 
over  a long  enough  period  of  time  that  the  costs  prorated  to  these 
dresses  would  be  negligible.  Equipment  used  relatively  little 
would  add  significantly  to  the  cost  for  single  garments. 

Skill.  It  was  assxmed  that  the  laboratory  worker  represented  the 
homemaker  who  has  sewing  skill,  both  in  terms  of  ability  to  make  an 
acceptable  product  and  the  speed  with  which  she  worked,  kn  un- 
*«  skilled  homemaker  could  not  expect  an  equal  return  for  time  spent 
in  home  sewing. 


Table  3* --Money  and  time  costs  of  five  cotton  daytime  dresses 
made  from  commercial  patterns 


Type  of  expenditure, 
time  spent,  and  fabric  yardage, 
by  size  of  daytime  dress 


Ready-to-wear,  retail  price  l/  dollars 

Dress  constructed  in  laboratory'-; 

Direct  money  cost  of  size  l4;  2/ 
Fabric  (incl.  fabric  trim) do..j 


.do. 


Belts  k/ 

Fasteners  (buttons,  slide, 

9iiaps)  3/ 

Thread .do 

Pattern .do 

Power  ( estimate ) .do . . 

Total  direct  money  cost:  2/ 

Size  ih  3/  

Size  20  3/ <3.0- 

Time  spent ; 6/ 

Size  l4 hours! 

Size  20 do. 


Fabric  yardage: 
Size  l4. . . , , , 
Size  20 


►do. 


; » 

Daytime  dress  model 

Aggregate 
for  five 
day'bime 
dresses 

Dl 

D2 

°3 

“5 

8,95 

10.95 

10.95 

10.95 

8.95 

50.75 

1 

1 3.80 

2.75 

5.13 

3.67 

4.12 

19.4'T 

! 0 

0 

.39 

0 

.08 

.47 

.30 

.30 

.25 

.30 

.30 

1.45 

.35 

.35 

.55 

• 50 

2.01 

! .10 

.10 

.10 

.10 

.10 

.50 

1 .35 

.50 

.35 

.50 

.50 

2.20 

! .02 

f 

.02 

.02 

.02 

' .02 

1 

.10 

1 

i 4.92 

4.02 

6.79 

\ 

5.09 

5.38 

26.20 

i 5.^1 

1 

4.21 

7.16 

: 5.42 

\ 

i 5.62 

27.82 

1 

1 2.4 

3.0 

1 

2. el  2.9 

’ 3.2 

14.3 

I 2.4 

1 

3-3 

3.0!  2.8|  3.2 

14.7 

! 

' 3-7/8 

5-5/8 

5-1/8 

4-i/e 

4-5/6 

[h-3/e 

1 

1 

6 

5-1/2 

1 4-l/2|  4-7/8 

j 1 

- - 

1/  Dresses  constructed  in  the  laborator"/  and  those  purchased  ready-to-wear 
are  not  identical.  Ready-to-wear  dresses  were  purchased  in  June  195^* 

2/  Prices  of  materials  and  trimmings  pertain  to  June  1954. 

3/  Includes  embroidered  banding  and  thread  for  embroidering. 

i/  Includes  belt  or  belt  buckle,  backing,  and  eyelets. 

5/  Different  colored  fabrics  were  used  in  the  replications  of  the  same  sizes 
and  in  different  sizes.  In  order  to  get  a good  match  in  color  bet^-reen  fasteners 
and  fabrics,  some  fasteners  were  purchased  at  higher  prices  than  those  quoted 
here . 

6/  Same  operator  as  for  housedresses.  Derived  from  two  observations  per  gar- 
ment and  adjusted  for  learning. 
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Fit.  It  was  assiomed  that  the  ready- to-v;ear  dress  arxd  the  dress 
constructed  from  a commercial  pattern  would  fit  a normal  figure 
equally  well.  Alterations,  either  in  the  pattern  or  in  the  ready- 
to-wear  dress  would,  of  course,  affect  the  calculations.  However, 
to  deal  v/ith  the  problem  of  money  savings  and  time  costs  for  the 
person  vmo  cannot  he  fitted  without  alteration  would  have  been  an 
unduly  complex  problem  in  an  experiment  of  this  kind.  To  determine 
the  extent  to  which  ready-to-wear  garments  and  garments  made  from 
commercial  patterns  fit  a normal  figure  is  a study  in  itself. 

This  experiment  suggests  that  the  savings  are  greater  on  the  highr- 
priced  garments.  This  conclusion  is  supnorted  by  market  research  showing 
that  the  cost  of  materials  is  a larger  share  of  the  sale  price  of  low- 
priced  than  of  high-priced  manufactured  clothing.  Thus,  if  a homemaker 
elects  to  make  at  home  a garment  whose  duplicate  would  sell  at  a low  re- 
tail price,  the  differences  between  the  money  costs  of  the  homemade 
clothing  and  the  retail  prices  of  comnarable  garments  in  the  ready-to- 
wear  market  will  be  less  than  if  she  elected  to  duplicate  a garment  at 
a higher  retail  price.  However,  the  more  costly  garments  in  a wardrobe 
are  likely  to  be  those  requiring  more  skill  in  making.  A homemaker* s 
lack  of  skill  may  limit  her  potential  savings  from  home  sewings 

This  raises  the  question  as  to  the  basis  on  which  women  decide  to 
make  clothes  at  home.  Does  the  homemaker  say  to  herself  "If  I were  to 
buy  a cotton  street  dress  I vi;o\ild  spend  (let  us  say)  SIO,  but  if  I make 
it  at  home  it  will  only  cost  mo  $5  and  I will  save  $5.”  Or  does  she  say 
"I  have  only  $10  to  spend  on  a street  dress;  if  I make  it  at  home  I will 
have  a dress  that  would  sell  in  the  store  for  $2C."  In  both  cases  the 
homemaker  will  have  increased  the  level  of  living  of  her  family.  How^ 
ever,  in  the  first  case,  she  has  freed  $5  that  can  be  spent  either  on 
more  clothing  or  for  some  other  consumption  commodity  or  service.  In 
the  second  case,  though  the  increase  in  the  total  consumption  level  of 
the  family  will  bo  greater,  she  has  confined  the  increase  to  the  one 
consumption  category. 

The  money  savings  from  home  construction  of  clothing  v.'ere  substan- 
tial in  relation  to  the  time  spent,  under  the  circumstances  of  this  ex- 
periment. However,  there  is  a limit  to  the  potential  savings  from  home 
sowing.  For  example,  assuming  that  a homemaker  acquired  1 cotton  house- 
dress  and  1 cotton  street  dress  in  a year,  which  seems  reasonable  in  the 
light  of  recent  studies  of  family  clothing  practices,  her  saving  wculd 
be  in  the  nel^borhocd  of  >>6,  Total  potential  savings,  of  course,  would 
increase  raoidly  as  more  costly  garments  were  included  in  the  calculation. 
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Interest  in  calculating  potential  savings  through,  home  sewing  will 
depend  upon  the  homemaker's  need  to  weigh  alternative  uses  of  time.  If 
the  homemaker  has  no  alternative  use  for  her  time,  for  example,  if  she 
sews  to  fill  in  time  that  would  otherwise  he  idle,  there  is  little  need 
to  calculate  potential  savings.  Or  if  sewing  is  an  occupation  that  she 
enjoys,  she  can  charge  the  time  up  to  recreational  activities.  However, 
if  the  homemaker  gets  no  particular  pleasure  from  sewing,  and  she  has 
alternative  uses  for  her  time — whether  it  he  time  spent  in  personal  or 
community  improvement  such  as  reading  or  being  president  of  the  PTA  or 
whether  it  he  time  spent  in  other  types  of  household  production  such  as 
rofinishing  furniture  or  gardening — oho  must  decide  whether  the  savings 
from  home  sewing  are  worth  the  time  lost  from  other  activities.  An  ex- 
periment such  as  this  illustrates  some  of  the  pi-ocedures  in  assessing 
different  kinds  of  horns  production  in  terms  of  the  contrihution  they 
can  make  to  the  total  welfare  of  the  family. 
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W'''ITEB  ST.^TES  DEP/ RTI'IENT  OF  AGRICUI^TURS 

Agricultural  I'^rkating  S’era/ice  ' 
Washington,  D« 

Y 

Outlook  and  Marketing  Information  on  Livestock: 
How  Extension  Workers  and  Others  May  Use  and  Apply  It 


By  Harold  F, iBreimyer 
Agricultural  Econon^cs  Division 


If  every  producer  of  food  were  his  own  consumer,  and  all  families 
were  self-sufficient,  there  would  be  no  need  for  outlook  and  marketing 
information  for  farmers o 

At  one  tim.e  this  was  nearly  trues  It  is  no  longer  so.  Increas- 
the  American  farmer  produces  for  commerci^  sale.,  His  bountiful 
yields  of  wheat,  fruity  meat,  milk,  and  other  items  are  almost  entirely 
delivered  to  the  market-  from  vrhich  they  are  distributed  to  consumers 
anywhere  from  the  next  town  to  the  farthest  nation.  Last  year,  products 
valued  at  30  billion  dollars  were  marketed  from  United  States  farms.  Only 
1«9  billion  dollars  worth  of  food — merely  6 percent  as  much— was  consumed 
at  home. 


Look  at  it  another  way.  There  are  ^ million  farms  in  the  United 
States.  These  H million,  of  which  only  3- ..3 /|| mi'llion  are  large  enough  to 
be  called  commercial  farms,  produce  food  and  other  necessaries  for  a non- 
farm^  population  of  more  than  II43  million  people,  who  spend  annually  about 
65  billion  dollars  for  food.  In  addition,  they  produce  a sTirpItfe  fo'Sf'Sale 
abroado  No  small  business,  that! 


So  the  first  reason  why  we  give  thought  to  economic  outlook  and 
marketir^  information  is  the  immense  size  and  the  commercial  nature  of 
farm  production  and  marketings 


A second  reason  is  the  freedom  of  choice  enjoyed  bT  both  the 
producer  and  consumed*.  It  is  said  that  we  are  not  a free  people,  but 
165  million  dictators.  In  merchandising  of  food  this  is  most  certainly 
true.  Each  housewife,  in  daily  exercising  her  choice  of  foods  and 
clothing,  gives  a direction  to  production  at  the  faim.  And  woe  to  the 
producer  who  fails  to  harkeni  Moreover,  each  producer  must  do  his  own 
listening,  for  he  is  an  independent  operator.  In  the  livestock  enter- 
prise especially,  decisions  as  to  production  are  individually  made  and 
executed®  The  whole  process  is  a long-distance  communication  between  the 
individual  consumer  and  the  individual  producer. 

A third  and  final  reason  for  our  need  of  economic  information 
is  the  long-run  character  of  farm  production.  Not  only  does  the  farmer 
make  his  own  management  decisions,  but  in  arriving  at  them  he  must  look 
far  ahead.  His  decision  as  to  how  many  cattle  to  feed,  or  whether  to 
add  more  farrowing  pens,  or  how  many  ewe  lambs  to  hold  back,  is  based 
paPtly  on  his  expectations  of  the  future.  The  farmer  is  a businessman 
who  is  ever  planning  and  investing  for  a distant  and  uncertain  future 0 


Agriculture-Wasbdngton 
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Perhaps  the  item  of  economic  informtion  most  often  requested  of 
Extension  agents  is  the  price  forecast,  "What  do  you  think  the  price 
of  hogs  do  in  the  next  12  months?"  "Will  prices  of  fat  steers  hold 

up  long  enough  for  me  to  put  on  an  extra  grade,  or  had  I tetter  let  mine 
go  now?"  "Will  this  be  a good  year  to  feed  lambs?"  These  are  queries 
often  heard# 

It  is  necessary  to  provide  answers  to  these  questions^  the  farmer 
needs  them.  But  it  is  even  more  important  to  present  background  in“ 
formiation  on  which  answers  dan  be  baedda  A price  prediction  shorn  of  its 
underlying  logic  is  incomplete  and  unconvincing,  VJhile  neither  Extension 
agents  nor  the  farmers  they  serve  can  be  professional  economists;  both 
can  make  themselves  familiar  iJith  certain  basic  economic  facts#  Juat  as 
a price  forecast  cannot  be  disjoined  from  supporting  reasoning,  so  Ex- 
tension Outlook  work  cannot  be  separated  from  economic  education. 


Price'-mald.ng  Foi'ces 

Demand  for  Meat 

Most  livestock  producers  like  to  know  something  about  the  nature 
of  demand  for  meat#  Meat  is  almost  entirely  a domestic  commodity.  Imports 
are  less  than  2 percent  of  supply.  Though  exports  of  meat  once  were  large, 
new  they  are  small#  Exports  of ; byproducts,  however,  are  significant.  In 
195Uj  U65  million  pounds  of  lard  and  1,162  million  pounds  of  tallow 

and  grease  were  shipped  abaroad.  And-  sizable  quantities  of  hides  and  skins 
(ft  were  exported,  Iftitil  recently,  hides  were  usually  imported. 

Meat  is  a consumer's  good,  and  demand  for  meat  is  closely  deter- 
mined by  incomes  consumers  receive « In  19^U,  consumers  spent  percent 
of  their  disposable  incomes  for  meat;  -This  percentage  goes  up  during 
inflation,  as  in  19ii?  end  19U89  It  tends  to  ease  off  in  periods  such 
as  the  presents 

Demand  for  beef  has  increased  relative  to  that  for  pork.  Studies 
show  clearly  that  a shift  in  favor  of  beef  began  to  appear  in  the  early 
1930’s,  .Some  of  the  weakness  in  pork  demand  is  traced  to  broad  develop- 
ments such  as  more  facilities  for  refrigeration  in  homes,  and  movement 

of  population  away  from  pork-eating  areas.  However,  part  of  the  decline 
in  demand  reflects  a grow-ing  distasta  for  fat  pork.  Demand  for  lean 
pork  has, held  up  relatively  better#  Fat  cuts  of  pork  used  to  sell  for 
as  high  a price  as  lean  cutsj  now  they  are  only  two -thirds  as  high.  All 

this  is  a suppdi’ting  plank  to  the  campaign  for  a meat  type  hog.  And  the 

long-run  outlook  for  returns  from  hogs  depends  partly  on  how  successful 
is  the  effort  to  provide  consumers  the  kind  of  pork  they  want.  Note  how 
economic  facts  and  the  outlook  are  tied  together  in  this  question# 

Competition  between  Meats 

VJhen  fihe  supply  of  cattle  suddenly  shot  upward  3 years  ago,  pro- 
ducers asked  about  the  closeness  of  competition  between  beef  and  pork. 

Soon  after,  prices  for  hogs  began  to  increase  while  prices  for  steers 


were  ecli^ng,  substantiating  the  statistical  evidence  that  demand  for 
eac  mea  is  to  a considerable  degree  indepen  dent o A housewife  may  choose 

^ roast  and  a park  loin  on  a given  day^  but  over  a week  or  a 

month  she  aema.nds  variety.  The  desire  for  variety,  and  ohe  ability  to  afford 

1 s prevent  great  substitutability  among  most  foods  in  the  American  dietc 


Marketing  Margins 


. Livestock  producers  no  longer  believe  that  meat  packers  are  the  cul- 
prits  in  every  decline  in  prices  for  livestock^  Neither  do  they  regard  the 
packer  as  a i^re  functionaiy  who  automatically  returns  a prescribed  portion 
of  the  retail  price  of  meat  to  the  producer.  Rather,  it  is  known  that  pack- 
ers, wholesalers,  and  retailers  are  intermediaries  between  the  producer  and 
consumer,  and  that  the  marketing  charges  or  margins  they  receive  can  vary. 
Over  a long  perdod  margins  tend  to  follow  trends  in  cost  items,  such  as 
labor,  transportation  and  packaging  materials©  In  the  short  run,  though, 
marketing  m^gins  are  responsive  to  market  supply  and  demand  conditions, 
often  vJidening  when  supplies  increase  quickly  and  narrowing  when  they 
decrease.  Alert  producers  want  to  keep  informed  on  margins--to  know  how 
welj.  prices  for  the  live  steer  or  hog  match  those  for  beef  or  pork  at  retail© 

Consumption  Rate 

The  size  of  the  current  meat  supply  is  a statistic  that  belongs  in 
the  kit  of  every  extension  man  who  works  in  livestock  areas.  The  number 
of  pounds  consuiaed  per  person  is  the  simplest  measure®  Most  livestock  men 
know  that  the  supply  of  beef  advanced  to  an  all-time  high  of  79  pounds  per 
person  in  19^Iii>  Consumption  wdll  be  about  the  same  in  19^5#  Consumption 
of  all  meat  thiis  year  promises  to  exceed  that  of  last  year  because  of  an 
estimated  6-pound  increase  in  porkj  and  at  an  estimated  1^8  pounds  the 
total  will  be  second  only  to  the  all-time  high  of  the  fabled  year  of  1908© 

The  United  States  ranks  at  the  top  in  many  things.  In  meat  consumed 
per  person  it  is  sixth©  Uruguay  led  all  countries  with  2liS  pounds  in  1993> 
the  latest  year  for  which  data  are  available*  Australia,  Argentina, 

New  Zealand,  and  Denmark,  folloidng  in  that  order,  all  exceeded  the  rate 
in  the  United  States, 


Marketing 

Reliable  information  on  livestock  marketing  is  greatly  in  demando 
Recent  years  have  seen  a relative  decline  in  marketing  through  terminal 
markets  and  an  increase  in  movement  through  other  channels,  notably  auc- 
tions, Is  this  trend  good  or  bad?  VJhat  makes  a desirable  marketing  struc- 
ture? What  practices  should  be  encouraged,  and  which  discouraged?  Kow  can 
a farmer  get  the  last  10  cents  his  animals  are  worth?  Also,  would  selling 
by  live  weight  and  grade  be  a preferred  system  for  reflecting  consumer 
preferences  for  meats  back  to  producers?  And  how  adequate  is  market  infor- 
mation? Can  it  be  improved?  These  are  difficult  questions©  Frequently  the 
"answers"  that  circulate  are  based  on  inadequate  information  and  may  be 
little  more  than  hijinches  or  preconceptions o Much  research  is  needed  to  pro- 
vide more  reliable  appraisals  of  the  marketing  system  and  more  accurate 
knowledge  from  which  marketing  practices  can  be  improved©  This  area  merits 
an  extension  man’s  attention* 
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Jfeirket  classes  and  grades  for  meat  animals  and  meat 


Market  group 

Class  1/ 

Grade 

Cattle  and  calves 

Slaughter  cattle 

Steer 

Prime 

Choice 

Good 

Commercial 

Utility 

Cutter  Canner 

Heifer 

Prime 

Choice 

Good 

Commercial 

Utility 

Cutter  Canner 

Cow 

Choice 

Good 

Commercial 

Utility 

Cutter  Canner 

Bull 

Choice 

Good 

Commercial 

Utility 

Cutter  Canner 

Stag 

Choice 

Good 

Commercial 

Utility 

Cutter  Canner 

Vealers 

Steer,  heifer,  and 

Prime 

Choice 

Good 

Commercial 

Utility 

Cull 

bull 

Slaughter  calves 

Steer,  heifer,  and 

Prime 

Choice 

Good 

Commercial 

Utility 

Cull 

bull 

Feeder  and  stocker 

Steer 

Fancy 

Choice 

Good 

Medium 

Common 

Inferior 

cattle  2/ 

Heifer 

Fancy 

Choice 

Good 

Medium 

Cornmon 

Inferior 

Cow 

Fancy 

Choice 

Good 

Msdium 

Common 

Inferior 

Hill 

Ungraded 

Stag 

Ungraded 

Feeder/ and  stocker 

Steer 

Fancy 

Choice 

Good 

Medium 

Common 

Inferior 

c«^lv|BS  "y 

Heifer 

Fancy 

Choice 

Good 

Medium 

Common 

Inferior 

Beef  and  ■ veal 

Beef- carcasses 

Steer 

Prime 

Choice 

Good 

Commercial 

Utility 

Cutter  Canner 

Heifer 

Prime 

Choice 

Good 

Commercial 

Utility 

Cutter  Canner 

Cow 

Choice 

Good 

Commercial 

Utility 

Cutter  Canner 

Bull 

Choice 

Good 

Commercial 

Utility 

Cutter  Canner 

Stag 

Choice 

Good 

Commercial 

Utility 

Cutter  Canner 

Veal  carcasses 

Steer,  heifer,  and 

Prime 

Choice 

Good 

Commercial 

Utility 

Cull 

bull 

Calf ’carcasses 

Steer,  heifer,  and 

Prime 

Choice 

Good 

Commercial 

Utility 

Cull 

bull 

Sheep  and  lambs 

Slaugriter  lambs 

Ram 

Prime 

Choice 

Good 

Utility 

Cull 

Ewe 

Prime 

Choice 

Good 

Utility 

Cull 

! ,1 

Wether 

Prime 

Choice 

Good 

Utility 

Cull 

Slaughter  yearlings 

Ram 

Prime 

Choice 

Good 

Utility 

Cull 

Ewe 

Prime 

Choice 

Good 

Utility 

Cull 

or 

Wether 

Prime 

Choice 

Good 

Utility 

Cull 

Slaughter  sheep 

Ram 

Choice 

Good 

Utility 

Cull 

Ewe 

Choice 

Good 

Utility 

Cull 

Wether 

Choice 

Good 

Utility 

Cull 

Feeder  lambs  y 

Ewe 

Fancy 

Choice 

Good 

Medium 

Common 

Inferior 

Wether 

Fancy 

Choice 

Good 

Medium 

Common 

Inferior 

Feeder  yearlings  y 

Ewe 

Fancy 

Choice 

Good 

Medium 

Common 

Inferior 

Wether 

Fancy 

Choice 

Good 

Medium 

Common 

Inferior 

Feeder  sheep  y 

Ewe 

Choice 

Good 

ffedium 

Common 

Inferior 

Lamb  and  mutton 

Lamb  carcasses 

All  classes  3/ 

Prime 

Choice 

Good 

Utility 

Cull 

Yearling  mutton  car- 

Prime 

Choice 

Good 

Utility 

Cull 

Casses 

All  classes  3/ 

Mutton  carcasses 

All  classes  y 

Choice 

Good 

Utility 

Cull 

Hogs 

Slat^hter  hogs 

Barrow  and  gilt 

US  No.l 

US  No. 2 

US  No. 

3 Medium 

Cull 

Sow  2/ 

Choice 

Good 

Medium 

Cull 

■'  - 

Boar 

Ungraded 

Stag 

Ungraded 

Slaughter  pigs 

All  classes  2/ 

Choice 

Good 

Medium 

Cull 

OFeeder  and  stocker 

Barrow  and  gilt  2/ 

Choice 

Good 

Medium 

Common 

( r hogs 

Sowj  boar  and  stag 

Ihgraded 

Feeder  and  stocker 

£/ 

All  classes  2/ 

Choice 

Good 

Medium 

Common 

pigs 

Poi^ 

Pork  carcasses 

Barrow  and  gilt 

US  No.l 

US  No. 2 

US  No. 

3 Medium 

Cull 

Sow 

No  official  grade;  tentative  grades  not  in  general  use. 

H.  ■" 

Boar 

ttagraded 



No  official  grade;  tentative  grades  not  in  general  use. 

1/  Specifications  are  not  necessarily  different  for  each  class  listed.  2/  Tentative  standard  proposed  by 
USDAi  Not  official,  but  widely  used  for  many  years.  3/  Grade  designations  apply  without  regard  to  sex  con- 
dition at  time  of  slaughter.  However,  carcasses  with  less  desirable  secondary  sex  characteristics  may  be 
discounted  in  grade. 
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Grades 


M!  Federal  grades  afford  a confflion  market  terminclogy  for  transactions 
in  cattle,,  calves,  sheep,  and  lambs.  Qi'hey  are  being  used  more  for  hogs 
also,uas  the  flaws  in  selling  hogs  by  weight  alone  are  becoming  recog- 
nized^ Much  beef  and  some  veal  and  lamb  are  sold  by  Federal  grades.  Fed- 
eral grade  names  for  various  classes  of  meat  animals  and  the  several  meats 
are  listed  in  the  table  on  page  ,4, 

Uniform  names  and  specifications  for  livestock  grades,  universally 
known,  understood,  and  accepted,  are  valuable  aids  to  efficient  marketing. 

Merchandising: 

Methods  of  merchandising  meat  have  undergone  many  changes . A decade 
or  so  ago,  retailing  was  shifted  from  the  specialized  meat  market  to  the 
chain  store.  More  recently,  pre-packaging  and  self-service  have  been 
widely  adopted.  Small  quantities  of  meat  are  now  retailed  in  frozen  form. 
New  merchandising  methods  are  constantly  under  experiment.  Examples  are 
research  in  packing  house  fabrication  of  fresh  cuts,  and  in  irradiation 
to  preserve  meat  without  refrigeration.  Nev/  methods,  if  successful  and 
adopted,  would  affect  pricing  practices.  Pre -fabrication  would  facilitate 
more  sale  by  brand  names,  while  distribution  frozen  or  irradiated,  with 
greatly  reduced  perishability,  would  cause  a considerable  transformation 
in  pricing.  Present  pricing  and  retailing  methods  are  greatly  influenced 
by  the  necessity  to  move  all  meat  within  a short  time. 


Changes  in  merchandising  methods  could  have  other  consequences, 
such  as ’in  their  effects  on  competition  between  various  kinds  and  cuts  of 
meat . 

Farm  Program  Information 

Another  form  of  economic  education  that  can  never  be  completely 
separated  from  outlook  is  education  on  farm  programs.  Except  for  incen- 
tive guarantees  on  wool,  there  are  no  price  supports  on  meat  animals.  In- 
directly, however,  livestock  production  is  affected  by  programs  for  feed 
grains. On  this  subject,  too,  there  is  more  unsupported  opinion  than  ob- 
jective evidence.  1/  Yet  it  is  possible  to  discuss  farm  policy  questions 
soberly  and  informatively.  An  example  of  the  connection  between  policy 
and  outlook  is  seen  in  the  current  trends  in  hog  production.  For  several 
years,  all  producers  of  corn  were  eligible  for  price  support  on  their  corn 
at  90  percent  of  parity.  Whenever  the  corn  crop  was  above  average,  most 
of  the  excess  went  into  loan  and  did  not  spur  the  production  of  hogs . Dur- 
■^■ing  t'heJiast  2 years  it  was  necessary  for  a corn  producer  to  comply  with 
«allotmehts  to  be  eligible  for  support.  Whenever  allotments  are  in  force 
and  most  farmers  comply  with  them,  the  volume  of  hog  production  is  little 
affected  by  the  size  of  each  year's  corn  crop,  just  as  it  is  with  unre- 
stricte^d  price  support.  But  when  many  choose  not  to  comply,  the  size  of 
the  coifn  crop  becomes  a controlling  influence  on  hog  production. 

One  attempt  at  a professional  analysis  is:  Breimyer,  Harold  F. 

Effect  of  Feed  Price  Stabilization  Programs  on  Livestock.  Journal  of 
Farm  Economics,  November  195^ > P*  ^QO, 
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Jut  look  Information 

.Ms  brings  us  to  outlook  information  itself,  Never  before  nas 
irjtcjrest  in  the  outlook  been  so  keen,  or  so  much  information  been  avail- 
able. The  United  States  Department  of  Agriculture  remains  a central 
source.  Its  releases  include  general  reviews  such  as  the  Demand  and 
Price  Situation  and  Farm  Cost  Situation,  and  commodity  releases  such  as 
£he  Livestock  and  Meai  feiluation  and  t)airy  Situation.  State  Experiment 
Stations  and  Extension  Services  blanket  their  States  with  current  outlook 
reports,  some  weekly  and  others  monthly.  Private  reporting  and  manage- 
ment services  offer  detailed  current  outlook  appraisals.  Farm  organiza- 
tions often  do  likewise,  while  many  farm  journals  now  carry  an  outlook 
article  frequently  and  an  outlook  page  regularly. 

Long  Run 

First  outlook  need  is  for  guidance  in  investment,  No  decision  is 
more  fundamental  than  a decision  to  invest  in  a farm  or  ranch,  or  in  a 
livestock  herd,  or  in  substantial  farm  additions  or  improvements.  Yet 
it  is  here  that  reliable  assistance  is  most  lacking.  The  few  scattered 
attempts  at  long-run  projection  of  economic  grovrth  and  of  demand  for 
food  can  be  helpful.  Most  of  them  show  how  the  nation's  productive 
capacity  and  the  demand  for  food  have  expanded  in  the  past,  and  they 
project  what  a continued  growth  would  mean  10  or  20  years  hence.  £/ 

Shorter  Run  ‘ 

■ i 

For  the  shorter  outlook  we  have  more  weapons.  The  production 
cycle  for  each  species  of  meat  animals  is  long  enough  to  allow  short 
run  trends  to  be  traced  fairly  easily.  Most  familiar  is  the  cattle 
cycle.  The  inventory  of  cattle  and  calves  on  farms  has  moved  up  and 
dovm  through  five  cycles  since  l880,  and  is  midway  through  a sixth 
(upper  chart,  page  7).  ''Accompanying  cycles  in  inventories  have  been 
cycles  in  number  slaughtered  and  in  prices.  In  the  present  cycle, 
cattle  and  calf  slaughter  has  risen  50  percent,  from  26  million  head 
killed  in  1951  to  39  million  in  195Uo  Prices  of  cattle  averaged  kS 
percent  lower  in  May  1955  than  in  May  1951  (lower  chart,  page  7). 

Cycles  of  such  scope,  binding  all  producers  in  their  grip,  can  be 
ignored  by  no  cattleman. 


' £/  See  Potential  Economic  Growth  of  the  Ihited  States  during  the  Next 

i Dbcade,  Joint  Committee  Print,  Joint  Committee  on  the  Economic  Report, 
83rd  Congress,  2nd  Session,  ' 

Long  Range  Prospects  for  Agriculture.'  Sumiaary  and  report  presented 
before  the  National  Agid.cultural  Credit  ComndLssioD^  Chicago^  Illinois, 

June  6,  1955.  U.S.D.A,  (rnimeo-. ), 
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Within  the  broad  outlines  of  each  cattle  cycle  are  many  changed 
relati ovshlps : 

(1)  When  cattle  numbers  start  upward  and  prices  are  rising, 
breeding  stock  are  in  demand  and  their  prices  outrun  the 
general  advance*  Later,  when  cattle  prices  are  on  a 
decline,  reductions  are  greatest  for  the  same  classes. 

By  May  195^  prices  of  Commercial  slaughter  cows  at  Chi- 
cago had  decreased  92  percent,  in  contrast  with  the  all- 
cattle reduction  of  [t9  percent  and  the  37  percent  decline 
for  Choice  steers  at  Chicago o 

(2)  Prices  of  lower-grade  cattle  generally  experience  the 
widest  price  s>7ing  (in  percent )<,  Even  inferior  animals 
command  high  prices  in  a cattle  boom,  but  they  are  sharply 
discriminated  against  when  cattle  are  plentiful  and  prices 
lower.  It  is  hard  for  an  extension  animal  husbandryman  to 
convince  producers  of  the  need  for  good  breeding  when  all 
prices  are  high;  his  task  becomes  simpler  when  the  discounts 
for  poor  breeding  become  apparent  on  a declining  market, 

(3)  When  cattle  prices  are  on  an  increase,  prices  of  feeder 
cattle  are  bid  up  close  to  those  of  fed  cattle.  Feeders 
nevertheless  usually  make  money,  because  of  the  generally 
rising  market e When  prices  are  lower,  feeders  insist  on 
buying  on  a wider  price  margino  Prices  of  feeder  cattle 
are  thereby  reduced  farther  below  those  of  fed  cattle, 

(k)  During  the  high  price  phase  of  the  cattle  cycle,  interest 
is  great  in  cow-aiid--caif  producing  programs.  Impetus  comes 
from  the  strong  demand  and  high  price  for  calves,  which  in 
turn  is  due  to  the  pi-ofits  to  be  made  in  grazing  and  f ced- 
ing therria  Demand  often  is  strongest  for  the  younger  and 
thinner  calves,  ^t  seems  as  though  all  that  is  desired  is 
a skeleton  'wit-h  four  stomachs,  a hide  and  a mouth,  and  the 
larger  vhe  stomachs  and  mouth,  the  better.  After  rising 
sharply  during  nhe  general  advance,  prices  of  beef  calves 
in  1991  were  quoted  as  high  as  $Ii9o00  per  100  pounds,  or 
higher.  When  cattle  prices  decline,  reductions  in  calf 
prices  are  severe.  Many  producers  then  try  to  protect  their 
incomes  by  putting  more  weight  gain  on  young  stock  before 
sale.  3/  Interest  in  cow-and-calf  operations  recedes  ex- 
cept in  specially  adapted  regions* 


3/  Shortage  of  feed  or  the  need  for  current  income  may  prevent  these 
plans  from  being  carried  out. 


(5)  The  marketing  Job  Is  easy  during  the  numbers-expansion 
part  of  the  cattle  cycle.  Clamor  of  buyers  puts  few 
obstacles  in  the  way  of  obtaining  a maximum  price  for 
the  seller.  The  many-cattle,  low-price  stage  presents 
an  opposite  picture.  Effective  marketing  becomes  more 
difficult.  The  market  is  then  a buyers'  instead  of  a 
sellers'  market.  The  extension  marketing  specialist^ 
like  the  animal  husbandr3anan;  finds  his  services  more 
appreciated  at  this  stage  than  at  the  high-price  period.  • 

(6)  As  cattle  producers  and  associated  Industries  have 
become  aware  of  the  vital  role  of  consumer  demand  they 
have  turned  to  promotional  efforts  to  encourage  beef 
consumption  when  the  supply  is  cyclically  large.  Pro- 
grams by  industry,  with  Government  cooperation,  to  en- 
courage demand  for  beef  the  last  two  years  have  definitely 
been  helpful.  Promotional  activity  is  needed  less  at 

the  point  in  the  cycle  whnn  supply  is  small. 

f 

Regular  cycles  are  less  evident  in  sheep  and  hogs  than  in  cattle o 
Some  of  the  characteristics  of  the  cattle  cycle  are  nevertheless  repro- 
duced in  the  sheep  and  hog  enterprises  at  times  of  high  and  low  prices 
for  those  species. 

The  sheep  industry  has  found  the  going  difficult.  Numbers  of 
sheep  and  lambs  in  3-955  are  only  a little  more  than  half  (55  percent) 
their  1942  high.  Competition  with  cattle  for  pasture  and  range  and 
the  relatively  higher  labor  cost  in  sheep  than  in  cattle  production 
are  principal  factors  in  the  decrease.  The  opportunities  for  profits 
from  sheep  need  exploration  in  both  the  East  and  the  West.  Better  con- 
trol of  parasites  is  helping  to  establish  sheep  in  the  South.  Without 
doubt,  though,  opportunities  for  expanding  United  States  sheep  produc- 
tion are  somewhat  limited,  and  sheep  numbers  will  not  return  to  highest 
former  levels . 

Producers  should  watch  results  of  organized  effort  to  encourage 
consumption  of  lamb,  which  has  been  confined  to  rather  narrow  groups  of 
consumers  in  a few  areas  of  the  nation.  Wool  at  present  is  under  support. 

Production  of  hogs  has  traditionally  been  geared  to  quantity  of 
corn  produced.  With  the  advent  of  price  support  and  storage  programs 
for  corn,  the  direct  connection  between  corn  harvests  and  hog  numbers 
has  been  weakened  if  not  severed.  But  the  hog-corn  price  ratio,  which 
has  long  been  a measure  of  corn  and  hog  relationships,  remains  a con- 
trolling influence.  A ratio  above  average  is  usually  followed  by  in- 
creases first  in  pigs  raised  and  then  in  the  number  of  hogs  slaughtered 
(see  upper  chart,  page  10 ).  Prices  decline  as  slaughter  increases. 

On  the  average,  about  12  months  elapse  between  the  time  sows  or  gilts 
are  bred  and  their  progeny  are  ready  for  market.  As  prices  of  hogs  can 
change  a great  deal  during  that  time,  producers  do  well  to  base  their 
plans  for  production  not  on  prices  at  the  time  of  breeding,  but  on  the 
best  available  outlook  estimate  of  price  trends  in  the  year  ahead. 


10 


HOG-CORN  PRICE  RATIO  AND 
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Seasonal  Trends 

Another  of  the  trends  to  be  followed  in  outlook  work  is  the  seasonal 
trend.  Livestock  production  and  marketing  are  strongly  linked  in  nature 
to  the  seasons , Producers  have  managed  to  free  themselves  from  that  link- 
age to  some  degree  but  not  total].y.  More  pigs  are  born  in  March  and  April 
than  in  any  other  months . August  and  September  are  a second  period  of 
many  f ar rowings . Dairy  calves  are  born  in  all  months;  but  beef  calves 
arrive  predominantly  in  the  spring.  Lambs  also  are  born  in  lateiwinter 
and  spring.  Marketings  of  hogs  are  bunched  in  November  to  January,  with 
a secondary  peak  in  early  spring.  Marketings  of  cattle  and  lambs  off 
grass  are  greatest  about  October.  Feeding  of  cattle  and  lambs  distributes 
the  supply  for  slaughter  mere  evenly  throughout  the  year . 

Prices  of  meat  animals  trace  fairly  regular  seasonal  patterns  (see 
lower  chart , page  10 ) . 

Producers  can  often  apply  knowledge  of  seasonal  trends  to  their  ad- 
vantage , They  can  frequently  avoid  selling  their  animals  at  a time  of 
lowest  prices,  aiming  instead  for  a period  when  prices  are  usually  highest. 
Not  only  does  it  profit  a grower  to  know  the  most  usual  seasonal  trends; 
by  following  the  outlook,  he  can  recognize  and  adjust  to  special  trends 
in  a given  year. 

Seasonality  in  meat  animals  is  reviewed  in  many  publications  of 
State  Colleges  and  Experiment  Stations,  and  in  a bulletin  of  the  Agricul- 
tural Marketing  Service,  "Charting  the  Seasonal  Market  for  Meat  Animals."  h/ 

As  the  bulletin  is  readily  available,  seasonal  trends  as  an  element 
in  the  outlook  will  not  be  elaborated.  ^ 

Feeding  Programs 

A special  application  of  short-run  outlook  deserves  mention.  Feed- 
ing of  cattle  and  lambs  is  a short-run  activity  the  financial  success  of 
which  depends  on  two  factors;  seasonal  price  trends,  and  price  relations 
between  feeder  stock,  feed,  and  fed  stock.  Most  feeder  cattle  and  lambs 
are  bought  for  feeding  at  the  end  of  the  grazing  season.  As  this  is  the 
season  of  lowest  prices  for  these  classes,  a price  rise  norraally  accompa-  - 
nies  the  feeding  interval.  In  addition,  a higher  price  is  usually  real- 
ized after  feeding  because  the  grade  has  been  increased. 

^ By  Harold  F.  Breimyer  and  Charlotte  A.  Kause,  U.  S.  Dept.  Agr.,  Agr. 
Handbook  No . 83 . 

^ The  bulletin  was  in  print  at  the  time  of  this  writing,  and  should  be 
available  about  July  1.  It  will  be  sent  routinely  to  all  who  regularly 
receive  the  Livestock  and  Meat  Situation. 
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Relationships  between  prices  of  feeders,  feed,  and  fed  animal.-, 
are  best  observed  by  use  of  standard  feeding  programs » The  feed  and 
other  requirements  for  putting  on  a specified  weight  gain  can  be  set 
forth  rather  accurately.  Extension  specialists  in  most  feeding  States 
have  worked  up  the  necessary  data.  Comparisons  for  6 selected  general 
Corn  Belt  programs  have  been  developed  by  the  Agricultural  Marketing 
Service,  6/ 

Feeding  program  data  do  not  themselves  present  the  outlook.  They 
are  only  a device  for  making  reliable  comparisons.  The  key  forecast 
needed  for  them  is  the  selling  pries  for  fed  cs.ttle  or  lambs  at  the 
end  of  the  feeding  period.  Usually  the  cost  of  feed  can  be  foreseen 
without  great  error.  From  estimatsa  prices  of  fed  stock  and  of  feed, 
it  can  be  shOTm  x;hether  current  prices  of  feeders  do  or  do  not  give 
bright  promise  of  profit.  Moreover,  data  can  be  inserted  for  various 
programs  to  suggest  which  program  is  the  most  promising.  Sometimes,  in 
cattle  feeding,  prospects  for  profit  will  be  found  in  less  common  pro- 
grams such  as  feeding  heifers  or  lower  grade  steers.  Other  times,  high 
grade  steers  seem  the  best  choice. 

Described  here  are  the  aspects  of  the  livestock  outlook  that  are 
most  universally  used.  Scarcely  mentioned  are  ethers  of  more  limited 
application,  or  those  for  which  present  knowledge  is  inadequate.  The 
marketing  outlook  for  the  very  short  run,  for  instance,  is  reported 
by  only  a few  States.  Where  available  it  has  proved  effective  and  ben- 
eficial, It  is  one  of  several  areas  of  the  livestock  outlook  that  needs 
to  be  developed  further.  And  all  livestock  outlook  work  needs  constant 
scrutiny,  research,  and  improvement,  both  in  content  and  in  methods  of 
dissemination  and  application,  that  it  may  be  an  increasingly  valuable 
service  to  producers,  marketers,  and  copsumers  of  livestock  and  their 
products,  .. 


Miller,  Earl  E, , Retiirns  in  6 Cattle  Feeding  Programs,  1953-5h. 
The  Livestock  and  Meat  Situation,  .Tan,  7,  195?,  P*  2I4, 
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Agricultural  Marketing  Service 
Agricultural  Economics  Division 
Washington  25,  D.  C. 


USDA  STATISTICAL  REPORTS  TO  ANTICIPATE 
' ' ‘ EGG  SUPPLIES  AND  PRICES*^ 

by  Edward  Karpoff 


Reduced  to  practical  terms,  "How  to  use  Crop  Reports  and  other 
statistical  data  bearing  upon  egg  supplies  and  prices"  means;  "How 
to  predict  forthcoming  reports  from  a study  of  current  and  past  reports." 

At  the  outset  I will  say  that  I know  of  no  completely  satisfac- 
tory means  of  doing  this.  As  a matter  of  fact,  we  cannot  perfectly 
foretell  the  future.  By  devices  that  are  described  below,  however,  the 
careful  analyst  can  do  much  better  than  mere  chance  would  dictate  in 
anticipating  egg  supplies  and  prices. 

Statistically  speaking,  egg  production  on  farms  is  the  result  of 
multiplying  numbers  of  layers  by  rate  of  lay  per  layer.  Recent  Ikilted 
States  Department  of  Agriculture  estimates  of  these  data,  taken  from 
the  monthly  Crop  Production — "Crop  Report,"  as  it  is  commonly  called — 
are  shown  in  table  1.  Entries  at  the  top  of  the  table  are  averages  for 
the  respective  months;  in  the  lower  section  are  entries  for  the  first 
of  the  month. 

The  Crop  Report  carries  the  figures  on  both  bases,  except  that  for 
the  first  of  each  month  \dien  the  analyst  must  perform  his  own  multipli- 
cation of  numbers  of  layers  times  rate  of  lay.  Since  the  figures  for 
each  month  are  the  result  of  averaging  data  for  the  first  of  that  month 
and  the  first  of  the  month  following,  first-of -month  figures  are  always 
2 weeks  more  nearly  up-to-date  than  monthly  figures.  First-of -month 
figures  are  also  "sharper"  than  the  averages  based  on  them.  For  these 
reasons,  I prefer  to  use  the  first-of -month  figures  as  the  bases  for  my 
projections,  rather  than  monthly  average  figures. 

There  is  another  reason  for  preferring  first-of -month  data  to 
monthly  data.  When  we  use  monthly  data,  invariably  we  wind  up  dis- 
covering that,  in  every  fourth  February,  egg  production  exceeds  trend 
expectations  by  3 or  4 percent.  And  then  we  are  puzzled  because 
February  prices  don't  necessarily  have  a fillip  that  gives  a mirror- 
image  of  the  trough  that  egg  production  of  the  month  makes  between 
Janxiary  and  March.  Of  course,  these  paradoxes  wash  away  when  we  divide 
through  by  February ' s 28  days  instead  of  by  the  30  or  3^  of  other  months . 

* Prepared  for  the  33rd  Anntial  Agric\ilt\aral  Outlook  Conference, 
November  28-December  1,  1955^  Washington,  D.  C. 


Agr i culture -Washington 


Table  1.-  NuiBiber  of  layers  on  farms,  rate  of  egg  production,  and  total 
egg  output  on  farms,  monthly  data,  August  1951  to  date 
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RATE  OF  LAY 

It  seems  easier  to  predict  rate  of  lay  than  nvimbers  of  layers.  Analysts 
with  husbandry  experience  know  that  flock  performance  varies  with  temperature 
changes,  age  and  condition  of  the  birds,  and  a host  of  other  things.  But  on  a 
U.  S.  average  basis,  the  effects  of  events  such  as  weather  are  unpredictable; 
the  effects  of  flock  health  seem  to  wash  out;  and  others,  such  as  average  age 
of  the  flock,  just  don't  seem  to  matter  at  all.  So  rate  of  lay  becomes  a rela- 
tively simple  factor  to  predict. 

One  way  to  do  it  is  to  lay  a ruler  over  the  entries  that  are  shown  for 
each  individual  month  in  the  appended  12-section  chart  on  monthly  rate  of  lay, 
and  extend  the  trend  line  as  the  first  approximation. 

If  you  wish  to  proceed  to  a finer  point,  you  may  consider  where  the 
latest-reported  rate  of  lay  stands  relative  to  trend  or  to  last  year,  and  you 
may  wish  to  impute  a similar  deviation  to  the  prospective  rate  of  lay  for  the 
first  of  the  next  month.  Or  you  may  wish  to  impute  an  effect  to  changed  econ- 
omic circumstances,  or  to  \rtiatever  you  think  is  relevant  in  affecting  rate  of 
lay.  The  advantage  of  making  your  imputations  while  the  historical  data  are 
before  you  is  that  then  you  can  see  how  steady  the  previous  trends  in  rate  of 
lay  have  been,  and  realize  how  startling  a shock  it  requires  to  induce  a great 
deviation  from  that  trend. 

At  this  point  it  is  worth  while  to  introduce  an  aside  to  indicate  how 
consideration  of  only  one  factor,  rate  of  lay,  can  lead  to  a significant 
inference  about  prospective  egg  supplies  and  prices.  In  mid-February  1955 
prices  were  at  a peak,  well  above  the  preceding  fall,  and  many  people  were 
wondering  whether  this  wasn't  at  last  "the  egg  price  level  that  should  have 
prevailed  all  along." 

On  March  10,  when  egg  prices  were  still  near  the  level  of  a month 
earlier,  the  Crop  Report  reported  a March  1 rate  of  lay  6 percent  lower  than 
that  of  the  previous  March  1.  Mid-February  prices  were  thus  shown  to  be  the 
result  of  a tight  supply  which  reflected  the  suddenly  depressed  rate  of  lay. 
Therefore,  a more -than- seasonal  change  in  supply,  and  hence  in  price,  should 
have  been  expected  ^en  the  rate  of  lay  was  restored  to  normal. 

Subsequent  events  were  actually  on  that  order:  The  U.  S.  average  farm 
price  of  eggs,  which  had  been  39*5  cents  per  dozen  in  mid-February,  was  35 *9 
cents  in  mid-April.  On  the  other  hand,  if  the  March  1 rate  of  lay  had  been 
at  trend,  it  would  have  suggested  that  some  other  basis  prompted  the  high 
February-March  price,  a basis  perhaps  less  temporary  than  a depressed  rate  of 
lay. 


NUMBER  OF  LAYERS 

The  size  of  the  laying  flock  varies  from  year  to  year  with  the  number 
of  hens  ceuried  over  from  their  pullet  year  and  with  the  number  of  replacement 
pullets  added  to  flocks.  In  addition,  there  is  some  variation  in  culling  rates 
within  the  year.  Variation  within  the  laying  year  in  culling  rates,  however, 
is  very  small  in  relation  to  changes  in  the  level  of  flock  replacement. 
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Data  on  laying  flock  nunibers  are  published  in  the  monthly  reports  of 
Crop  Production*  The  numbers  of  layers  on  farms  are  published  both  as  an  average 
for  the  month  and  as  of  the  first  of  the  month.  In  addition,  during  the  spring 
there  are  first-of -month  numbers  for  young  chickens  on  farms,  and  later  in  the 
year  numbers  on  pullets  not  yet  of  laying  age  are  published.  Tvrice  a year,  as 
of  October  1 and  January  1,  a further  breakdown  is  available,  showing  nunbers 
of  hens  and  of  pullets  making  up  the  laying  flock.  For  October  1,  this  is  pub- 
lished in  Crop  Production;  for  January  1 it  must  be  deduced  from  Crop  Production 
taken  in  conjunction  with  the  report  of  Livestock  and  Poultry  on  Farms  January  1. 

Table  3 indicates  some  fairly  consistent  ratios  between  (l)  statistical 
series  which  are  evident  fairly  early  in  the  season,  such  as  chickens  raised, 
and  (2)  the  components  of  the  October  1 and  January  1 breakdowns  of  the  poultry 
flock.  Extending  such  ratios,  and  ten5)erlng  the  extensions  by  whatever  might 
be  recognized  as  extraordinary  in  the  current  year,  one  can  tentatively  predict 
the  chicken  population  for  the  bench-mark  dates  of  October  1 and  January  1. 

Of  course,  as  each  season  progresses  and  newer  data  become  available, 
judgments  based  on  the  new  information  should  supersede  the  old  judgments.  It 
is  always  pleasant  if  the  new  information  simply  confirms  the  original  conclu- 
sion, but  in  case  of  deviation  it  ordinarily  is  wiser  to  lend  greater  credence 
to  the  newer  data.  For  example,  my  present  anticipation  (November  1955)  of  the 
niimber  of  potential  layers  to  be  on  hand  January  1,  1956,  is  102  or  103  percent 
of  the  number  a year  earlier.  This  is  based  upon  numbers  of  potential  layers 
on  November  1,  1955,  compared  to  numbers  a year  earlier.  When  such  new  data 
appear,  base  your  projections  on  it,  don't  stick  stubbornly  to  earlier  pro- 
jections based  on  old  data. 


REVISE  FORECASTS  CONTINUALLY 

This  offers  another  opportunity  to  bring  up  a side  remark.  Speaking 
figuratively,  the  forecaster  should  be  prepared  to  cross  out  his  predictions 
whenever  the  bases  of  his  forecasts  cease  to  be  valid,  or  are  superseded  by 
conflicting  data.  In  effect,  we  should  be  prepeured  to  get  unmarried  from  our 
previous  forecasts  whenever  a basis  appeeirs  for  making  a better  one.  The 
process  should  be  one  of  constant  revision  as  new  facts  develop. 

After  the  analyst  has  established  benchmark  poultry  populations,  he  can 
assume  corresponding  percentage  changes  from  the  year  before  in  the  size  of  the 
egg  laying  flock  for  the  months  close  to  that  benchmark  month.  For  example,  on 
the  basis  of  present  data,  if  we  accept  a 2 or  3 percent  decrease  from  last  year 
in  the  size  of  the  January  1 flock  of  potential  layers,  I am  willing  to  assume 
a similar  percentage  relationship  to  year-before  numbers  for  several  months 
beyond  that  benchmark. 

Compared  with  changes  in  replacement  of  pullets,  culling  rates  within 
each  laying  year  are  remarkably  stable.  Particularly  in  the  first  5 or  6 months 
of  the  calendar  year,  month- to -month  changes  in  flock  numbers  fall  in  a pattern. 
Table  4 shows  vdiy  I am  willing  to  carry  forward,  from  January  1 until  almost 
mid-year,  whatever  percentage  change  is  currently  indicated  for  numbers  of 
potential  layers. 


Table  3 •-  Composition  of  flocks,  October  1 and  January  1 following,  1931  to  date 
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PotiT  OCOHQCO 
WrHrH^Op  t«-0O.4i3NUN 
C— nONOUNiA  UN  UN  UN  UN  UN 


ONCOH.4CO  ONCUOOHCU 
C0.4.4  3-.4  CO -4  CO -4  UN 


CO  C-  UN  H CU 
UN  ro  CO  CO  CO 


rH  rH 


C-  P CU  CO 
NO  C-  t- 


H 


1-4 

UN 

CU 


CO  UN  UN  UN  (7n 

c- 1- 1-  r- 


ON.4  CO  t- 
3-.  w UN 


cucucucu  cucucucu 


CUCO  CO  cot— 
(JN  CU  NO  ON-4 
CU  CO  CO  CO  CO 


CU  CO  t-.4  -4 
rH  CU  CO  CU  CO 
rH  rH  rH  rH  rH 


OnP  CONO  UN 
00  CK  C7N  t—  t— 


H Q O -4  CU 
-4iAt-t-t- 
rH  rH  rH  rH  rH 


CU  ON  NO  H UN 
NO  NO  '3  C-NO 


CD  NO  CO<n  ON 
IAno  CO  W 


00  NO  CO  H H 
t-  t-  t-00  CO 


-4-4  0 UN  NO 
co^-.  CO 


CU  .4  UN  CJN  NO 
-4  3-  -4  .4  .4 


H UN  NO  H.4 
t-  CU  CU  O CU 
CO  CO  CO  CO  CO 


CO  On  UN  no  UN 
-4  On  ON  t-OO 
CU  H H H H 


rH  rH  rH  rH  H 


H -4  H CO-4 
t-  t-  t-  t-  t- 


H Q P H t— 
UN  lA3  -4  CO 
rH  rH  rH  rH  rH 


H CO  P CJN  H 
t-NO  t— NO  t- 


.4  CU  qp  CO^ 
rH  p On  OnoO 
CVI  CU  H rH  H 


33 


NO  C-NO  ' 


o 

CO 

UN 


P CU  -4  NO  UN 
CO  CO  CU  CU  CU 


C— NO  CO  COCO  CU 
t- t-NO  NO  3 -4 


t— op  C—  CU  CO 
-4  3 .4  UN  UN 


NO 

UN 


rH  rH  CO  UNCO  UN 
O CU  (On  H CU  On 
CO  CO  CU  CO  CO  CU 


CJN  CU  (ON  UN  UN  -4 
UN  t—  CO-4  CO  CU 
rH  rH  rH  rH  rH  rH 


CO  (ON.4  rH  CO 
-4  UN  t—  <JN 
rH  rH  rH  rH  rH 


NO  t-  H t-^ 
t-  t-CO  f—  t- 


O CU  H 
UN  CO  CO 
rH  rH  rH 


t-  O t-Op  CO 

O NO  NO 


3 


CU  NO  UN  rH  t—  CO 
CJnOO  00  t-  t-  (On 
rH  rH  rH  rH  rH  rH 


rH  CU  CO-4 
COCO  CO  CO 
On  On  CJN  (On 
rH  rH  rH  rH 


UN  NO  t— CO  ON 
CO  CO  m CO  CO 
(On  CJN  (On  (ON  (On 
rH  rH  rH  rH  rH 


Q rH  CU  CO-4 
rH  rH  rH  rH  rH 


irsvo  t^cQ  o\ 

rH  rH  rH  rH  rH 


Q H CJ  co-if  ir\ 

Lr\  lAlTNlTN  itn 

0\  0\  0\  0\  0\  On 

rH  rH  rH  rH  rH  rH 


1/  For  January  1,  these  are  "potential  layers";  for  October  1,  -these  differ  frcan  potentieG.  layers  by  -the  inclusion  of  ‘'other 
young  chickens." 
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After  July  1,  however,  the  size  of  the  national  laying  flock  hecomes 
Increasingly  affected  hy  the  number  of  replacement  pullets  being  raised.  There- 
fore, when  we  need  to  anticipate  3rd  quarter  numbers  of  layers,  we  must  form 
judgments  as  to  the  number  of  chickens  to  be  raised  and  whether  the  seasonal 
distribution  of  the  hatch  will  be  early  or  late.  Those  estimates  can  be  com- 
bined with  data  such  as  are  shown  in  table  2 to  form  a projection  of  October  1 
numbers  of  layers.  This  projection  should  be  expressed  as  a percentage  of  the 
year  before.  Then  for  the  months  immediately  preceding  October  the  analyst 
should  estimate  laying  flock  numbers  at  a level  that  will  make  a gradual  tran- 
sition from  his  indicated  percentage  changes  from  last  year  for  (l)  July  1 and 
(2)  October  1. 

With  size  of  laying  flock  thus  "established, " and  rate  of  lay  likewise 
"established,"  the  two  can  be  multiplied  to  indicate  production,  the  largest 
factor  in  determining  total  available  supply. 

SUPPLY  REFLECTS  PRODUCTION 

The  eggs  we  eat  from  month  to  month  are  essentially  those  produced, 
after  adjustments  (l)  for  commercial  egg  breaking,  (2)  for  movements  of  shell 
eggs  to  and  from  storage,  (3)  for  eggs  used  for  hatching,  and  (^4-)  for  similar 
utilizations  that  affect  distribution  of  shell  eggs.  A satisfactory  method 
for  making  these  adjustments,  and  computing  the  monthly  per  capita  disappear- 
ance of  shell  eggs,  was  published  in  The  Poultry  and  Egg  Situation  for 
January  1955*  i/ 

The  chart  on  the  following  page  indicates  the  association  between  per 
capita  disappearance  and  the  U.  S.  average  farm  price  of  eggs.  In  the  chart, 
the  per  capita  disappearance  of  eggs  for  the  given  months  is  compared  with 
the  mid-month  farm  egg  price  of  the  following  month,  thereby  assuming  a 1- 
month  lag  between  production  and  price.  This  shows  how  supply  data,  which 
can  be  anticipated  in  accord  with  the  above  description,  can  be  related  to 
prices.  Note  that  the  relationship  is  short  of  perfect:  measurement  of  the 
variations  in  demand  are  a necessary  consideration,  too,  for  a proper  explana- 
tion of  prices.  In  measuring  changes  in  demand,  and  their  effects,  we  are  on 
somewhat  weaker  ground  than  when  measuring  supply  changes.  But  at  least  one 
necessary  part  of  the  supply-demand  structure  can  be  constructed  on  the  basis 
shown  here,  and  we  think  we  are  beginning  to  make  some  progress  toward  more 
useful  quantitative  measurement  on  the  demand  side. 


\J  Gerra,  Martin  J.,  "A  Monthly  Series  of  Civilian  Per  Capita  Egg  Consumption," 
Poultry  and  Egg  Situation  PES-175,  AMS,  Washington,  D.  C.,  January  1955.  Pages 

23-29. 
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Table  4,-  Chickens:  January- August  changes  in  numbers  of  layers, 
1950  to  date,  vjith  canparisons 


p Jan.  1 

: 

Layers  on 

farms  first  of  month 

thens  and 

t : 

t 

• •• 

t 

t 

• 

spullets 

t Jan.  t 

Feb.  : 

Mar. 

: Apr.  e 

May  t 

June  t 

J\ily  : 

Aug. 

ton  farms 

: t 

t 

t t 

t 

r 

r 

t Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

kil. 

t 

» 

a 

As  reported 

t 423»8 

391.6 

381.8 

370.5 

355.2 

334.4 

315.1 

299.5 

289.2 

: 410.2 

380.1 

372.5 

363.8 

346.1 

329.1 

311.0 

297.3 

284.8 

: 419.9 

388.0 

380.8 

369.7 

350.8 

332.7 

315.2 

297.2 

287.5 

: 404.0 

379.5 

368.9 

357.5 

343.7 

329.1 

312.5 

300.4 

293.5 

: 413.6 

387.3 

378.0 

366.8 

353.3 

336.9 

323.9 

310.2 

307.9 

: 421.9 

397  rO 

383.2 

375.0 

359.7 

345.7 

331.1 

321.2 

316.2 

b.  As 

a percentage  of  previous  year 

• Pet. 

Pet. 

^ct. 

Pet. 

Pet. 

Pet  e 

Pet. 

~Pci. 

Pet. 

t 

t 106 

106 

105 

105 

106 

105 

104 

103 

105 

: 97 

97 

98 

98 

97 

98 

99 

99 

98 

: 102 

102 

102 

102 

101 

101 

101 

100 

101 

: 96 

98 

97 

97 

98 

99 

99 

101 

102 

r 102 

102 

102 

103 

103 

102 

104 

103 

105 

t 102 

102 

101 

102 

102 

103 

102 

104 

103 

Ce  As  a percentage  of 

January  1 hens  and  pullets 

s Pet. 

ZsSi 

Pet. 

Pet. 

Pet. 

Peto 

Pet. 

Pet. 

Pet. 

t 

: 100 

92 

90 

87 

84 

79 

74 

71 

68 

s 100 

93 

91 

89 

84 

80 

76 

72 

69 

t 100 

92 

91 

88 

84 

79 

75 

71 

68 

: 100 

94 

91 

88 

85 

81 

77 

74 

73 

; 100 

94 

91 

89 

89 

81 

78 

75 

74 

j 100 

• 

• 

94 

91 

89 

85 

82 

78 

76 

75 

SUPPLY  AND  PRICE  OF  SHELL  EGGS 

As  % of  1950-54  Monthly  Averages 
% OF  AV.  PROD." 


FARM  PRODUCTION  AND  Production 
SUPPLY  FOR  CONSUMPTION*  I / 


III  I t I 1 I I I I 


7o  OF  AV.  PRICE 

140 
100 


1 1 1 

PRICES  RECEIVED  BY  FARMERS^. 


I I I I I I ■ I I I 1 1 I I I I « I > ■ 1 I « 1 1 ■ I ■ ■ ^ ‘ ‘ I > ‘ 1 ‘ I ‘ ■ I ■ I I » ■ I I I 1 1 1 I t I I 


1950  1951  1952  1953  1954  1955 

• FEBRUARY  DATA  IMCREASEO  10*  TO  COttFEHSATE  FOR  SHORT  HOHTH 

O AFTER  ADJUSTMENT  FOR  MATCHIMC.  COMMERCIAL  BREAKIHC,  AMD  STORAGE  » IM  THE  FOLLOWIHC  MOHTH 


U.  S.  DEPARTMENT  OF  AGRICULTURE 


NEC.  U95-SS(n|  AGRICULTURAL  MARKETING  SERVICE 
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Table  5 •-  Shell  eggs:  Faxm  production  and  effective  supply,  average 
price  received  by  fanners,  monthly,  1950  to  date 


(including  data  for  chart  on  page  9) 


Year 

Months 

Total 

and 

average 

3/ 

Jan. 

February 

i/  ; 2/ 

Mar. 

Apr. 

May 

June 

July 

Aug. 

Sept. 

Oct. 

Nov. 

Dec . 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

doz. 

doz. 

doz. 

doz. 

doz. 

doz. 

doz. 

doz. 

doz . 

doz. 

doz. 

doz . 

doz. 

doz. 

(a)  Farm  production 

1950 

436.5 

1^33■6 

477-0 

520.2 

509.2 

491.8 

4l6.4 

375.0 

343-6 

320.6 

337.2 

338.5 

372.0 

4,938.0 

1951 

422.5 

431.1 

474.2 

513.4 

503.4 

490.2 

421.8 

378.8 

342.8 

328.2 

351.6 

359.2 

395.7 

4,981.8 

1952 

446.8 

472.3 

519.5 

532.2 

512.2 

494.8 

415.9 

369.3 

343.8 

340.1 

364.2 

372.5 

417-9. 

5,129.2 

1953 

452.8 

444.0 

488.4 

524.9 

508.3 

490.9 

424.3 

392.0 

368.3 

355.9 

389.5 

403.4 

439.1 

5,237.8 

1954 

456.6 

458.4 

504.2 

551.8 

525.0 

510.4 

443.1 

4o4.2 

387.3 

391.2 

423,8 

430.5 

465.8 

5,493-9 

1955 

480.9 

459.8 

505.8 

548.7 

544.1 

536.7 

475.1 

440.4 

407.9 

399.8 

431.8 

Average 

1950-5 

443.0 

447.9 

492.7 

528.5 

511.6 

495.6 

424.3 

383.9 

357-.'2 

347.2 

373.3 

380.8 

4l8.i 

5,156.2 

(b)  Eggs  used  for  commercial  breaking -i- 

1950 

35.2 

58.7 

64.6 

93.2 

90.1 

100.8 

74.6 

46.8 

26.9 

■■  17.3 

7.9 

4.9 

2.0 

563.4 

1951 

17. 7 

27.0 

29.7 

60.0 

65.2 

68.2 

38.6 

17.6 

10.6 

5.9 

; 3.4 

2.4 

1.8 

321.0 

1952 

18.2 

37.5 

41.2 

48.8 

49.6 

55.4 

38.1 

17-1 

" 9.4 

8.6 

5.4 

^4.7 

5.1 

301.6 

1953 

l4.0 

36.6 

40.3 

52.1 

57.4 

56.4 

45.3 

17.3 

9.9 

v 6.3 

7.1 

6.6 

11.5 

324.2 

1954 

23-4 

37.2 

40.9 

72.4 

66.4 

56.5 

44.0 

19.3 

9-6 

■ -7.6 

8.9 

6.7 

11.1 

366.8 

1955 

23.9 

30.8 

33.9 

52.9 

62.3 

66.1 

56.2 

28.2 

12.5 

7.0 

Average 

‘ - 

1950-54 

21.7 

39-4 

43.3 

65.3 

65.7 

67.5 

48.1 

23.6 

13.1 

9.1 

6.5 

5.1 

6.3 

375.3 

(c)  Eggs  used 

for  hatching 

1950 

17-1 

32.1 

35.3 

39.9 

30.1 

i4.7 

10.8 

9.1 

8.8 

9.0 

8.5 

8.2 

11-5 

203.0 

1951 

19.3 

32.4 

35.6 

42.6 

36.4 

19.2 

l4.l 

10.7 

9.2 

9.9 

10.0 

10.4 

l4.6 

232.1 

1952 

22.7 

34.9 

38.4 

39.3 

29.2 

15.7 

11.4 

9.3 

9.5 

10.3 

10.5 

11.3 

i4.9 

222.5 

1953 

20.2 

32.9 

36.2 

37.9 

30.4 

18.0 

12.8 

10.8 

10.3 

11.6 

12.8 

13.8 

16. 6 

231.4 

1954 

22.5 

36.4 

40.0 

39.4 

28.4 

16.7 

i4.3 

11.8 

11.5 

10.2 

10.2 

10.3 

13-1 

228.4 

1955 

19.0 

29.7 

32.7 

3‘^.5 

27.7 

18.4 

15.8 

12.7 

11.5 

12.7 

Average 

1950-54 

20.4 

33.7 

37.1 

39.8 

30.0 

16.9 

12.7 

10.3 

9.9 

10.2 

10.4 

10.8 

14.1 

223.5 

(d)  Changes  in 

storage 

stocks 

of  shell 

eggs  4/ 

1950 

8.1 

10.6 

n.7 

16.8 

25.5 

38.0 

7.6 

-15.1 

-17.8 

-30.3 

-31.7 

-13-2 

- .8 

- 1.2 

1951 

1.2 

2.5 

2.8 

4.5 

19.9 

33-3 

10.3 

- 4.7 

-19.6 

-19.7 

-12.9 

- 8.9 

- 2.7 

3.5 

1952 

2.9 

21.1 

23.2 

19.6 

17.6 

30.0 

5.2 

-18.9 

-16.8 

-13.8 

-21.3 

-18.2 

- 7-2 

2.3 

1953 

- 1.0 

3.8 

4.2 

3-8 

13.2 

18.4 

2.5 

- 9.4 

-11.2 

-10.0 

- 6.2 

- 4.5 

--1.4 

- 1.6 

1954 

- .5 

1.8 

2.0 

9*3 

8.6 

18.6 

8.7 

- 6.1 

-12.1 

- 5.9 

- 5.9 

- 9.3 

- 4.0 

3.4 

1955 

1.3 

1.0 

1.1 

6.3 

21.1 

27.2 

6.1 

- 1.4 

-16.9 

-16.2 

-10.2 

Avereige 

1950-54 

2.1 

8.0 

8.8 

10.8 

17.0 

27.7 

6.9 

-10.8 

-15.5 

-15.9 

-15.6 

-10.8 

- 3-2 

1.5 

(e)  Net  effective  supply  5/ 

1950 

376.1 

332.2 

365.4 

370.3 

363.5 

338.3 

323.4 

334.2 

326.6 

324.6 

352.5 

338.6 

359.3 

4,172.8 

1951 

384.3 

369.2 

4o6.1 

406.3 

381.9 

369.5 

358.8 

355-2 

342.6 

332.1 

351.1 

355.3 

382.0 

4,425.2 

1952 

403.0 

378.8 

416.7 

424.5 

415.8 

393.7 

361.2 

361.8 

341.7 

335.0 

369.6 

374.7 

405.1 

4,  602.8 

1953 

419.6 

370.7 

407.7 

431.1 

407.3 

398.1 

363.7 

373.3 

359.3 

348.0 

375.8 

387.5 

412.4 

4,683.8 

1954 

411.2 

383.0 

421.3 

430.7 

421.6 

4l8.6 

376.1 

379.2 

378.3 

379.3 

410.6 

422.8 

445.6 

4,895.3 

1955 

436.7 

398.3 

438.1 

455.0 

433.0 

425.0 

397.0 

400.9 

4oo.8 

396.3 

Average 

1950-54 

398.8 

366.8 

403.4 

412.6 

398.0 

383.6 

356.6 

360.7 

349.7 

343.8 

371.9 

375 .8 

400.9 

4,555.9 

(f)  Average  price  received 

by  farmers  for  eggs,  mid 

-month. 

per  dozen 

Cents 

Cents 

Cents 

Cents 

Cents 

Cents 

Cents 

Cents 

Cents 

Cents 

Cents 

Cents 

Cents 

1950 

31.2 

29.6 

31.6 

30.9 

29.6 

30.1 

34.3 

38.0 

40.4 

43.2 

45.8 

57.7 

36.3 

1951 

42.6 

4l.4 

43.7 

43.2 

45.2 

44.7 

46.6 

49.6 

55.0 

55.6 

56.5 

51.1 

47.8 

1952 

40.5 

34.7 

34.0 

35.2 

34.2 

35.7 

43.3 

48.2 

48.7 

50.3 

51.9 

46.6 

41.6 

1953 

45.8 

42.0 

44.7 

45.5 

45.9 

45.7 

47.7 

50.2 

51.4 

53-2 

49.7 

48.5 

47.7 

1954 

46.3 

45.7 

38.7 

35.0 

33-1 

33.0 

34.5 

37.4 

33.8 

32.4 

33.9 

32.7 

36.8 

1955 

32.2 

39.5 

39.7 

35.9 

33.8 

33.8 

35.2 

39.4 

43.8 

42.9 

Average 

1950-54 

41.3 

38.7 

38.5 

38.0 

37-6 

37.8 

41.3 

44.7 

45.9 

46.9 

47.6 

47.3 

42.0 

averages  do  not  necessarily  add  to  yearly  figures  due  to  rounding.  The  average  price  for  is  a simple  average,  other 

years  are  weighted  by  monthly  sales.  4/  Plus  sign  indicates  net  Into-storage  movement;  minus  sign  indicates  net  out-of- 
storage movement.  Farm  production  minus  eggs  used  for  breaking  and  hatching,  plus  or  minus  storage  movement. 
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^AGRICULTURAL  OUTLOOK  - THE  LONGER-TERM  PROSPECTS  FOR  DEMAND  t 

Talk  by  James  Pa(c^avin 
Agricultural  Economics  Division 
at  the  33rd  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  November  29,  1955 

The  attention  of  this  Conference  is  focused  as  usual  on  the  outlook  for 
agriculture  during  the  coming  year*  From  time  to  time,  especially  since 
the  close  of  World  War  II,  there  have  been  attempts  to  evaluate  the 
longer-run  outlook*  In  19li5,  the  Bureau  of  Agricultural  Economics 
published  a study  under  the  title,  What  Peace  Can  Mean  for  American 
Agriculture,  which  projected  levels  of  farm  production,  prices  and  in- 
come  that  might  be  expected  under  various  assximed  levels  of  enployment 
in  the  year  1950*  In  19ii8,  the  Bureau  prepared  for  the  Committee  on 
Agriculture  of  the  House  of  Representatives,  a Study  of  Selected  Trends 
and  Factors  Relating  to  the  Long-Run  Prospect  for  American  Agriculture. 
This  study  was  focused” on  a period  centering  around,  i960,  with  respect 
to  which  it  concluded  that  there  were  reasonable  expectations  for  a high 
level  of  en^loymerrb  in  this  country,  and  that  the  prospects  for  American 
agriculture  were  relatively  good. 

Within  the  Agricultural  Marketing  Service,  we  have  continued  to  do  some 
work  in  updating  longer-range  analyses  of  the  foregoing  type,  particu- 
larly with  respect  to  changes  in  population  trends  and  changes  in 
relationships  between  consumer  incomes  and  purchases  of  agricultural 
commodities.  All  such  revisions,  however,  indicate  that  the  long-run 
prospects  for  American  agriculture  continue  to  be  favorable.  If  we  look 
ahead  again,  say  to  about  1975,  it  would  appear  that  with  continued  in- 
crease in  population,  rising  real  inccmes,  and  a very  moderate  improve- 
ment in  exports,  there  would  be  a market  for  farm  products  about  liO 
percent  higher  than  during  the  past  two  years.  However,  with  recent 
production  rtinning  well  ahead  of  utilization,  this  expanded  market 
could  be  satisfied  by  a total  agricultural  output  about  one-third  higher. 
This  output  was  assumed  to  be  saleable  at  about  the  level  of  prices 
received  by  farmers  in  1953#  In  that  year,  the  index  of  prices  received 
by  farmers  averaged  258  (on  the  1910-lU  base),  conpared  with  an  estimated 
238  for  this  yearj  while  the  parity  ratio  was  92,  compared  with  an  esti- 
mated Qk  for  this  year. 

Today,  however,  I do  not  propose  to  describe  possible  conditions  another 
20  years  or  so  ahead*  I propose,  instead,  to  talk  in  terras  of  the  period 
some  3 to  5 years  ahead.  These  years  are  particularly  important  for 
American  agriculture*  Views  as  to  the  economic  position  of  agriculture 
in  this  period  will  have  an  impact  on  policies  now  in  the  making,  while 
it  is  in  this  period  that  the  inpact  of  those  policies  ^ould  become 
clearly  evident*  Unfortunately,  it  is  also  a period  for  which  our 
techniques  of  economic  and  statistical  analysis  appear  to  be  less  appro- 
priate than  for  appraisal  of  the  year  just  ahead  or  for  the  construction 
of  models  based  on  stable  long-run  trends  projected  well  into  the  future. 
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discussion  will  be  divided,  smewhat  artificially,  into  two  parts. 

The  first,  and  briefest,  will  be  concerned  with  the  quantities  of 
agricultural  products  which  farmers  may  expect  to  sell  in  the  period 
just  ahead,  and  the  second  with  the  prices  at  which  these  quantities 
may  be  sold.  Although  my  principal  concern  will  be  with  quantities 
sold  in  the  domestic  market,  I shall,  for  the  sake  of  completeness, 
touch  on  the  foreign  market  as  well,  I must  warn  you  that  I am  not 
going  to  attempt  to  make  any  precise  forecasts  for  the  period  under 
consideration.  The  best  I can  do  is  to  re-examine  the  influence  of 
some  of  the  factors  known  to  affect  the  demand  for  agricultural  prod- 
ucts, and  to  advance  some  rather  tentative  opinions  as  to  how  sales  of 
farm  products  and  the  prices  received  for  them  may  behave. 

However,  if  we  employ  essentially  the  same  techniques  used  in  the 
longer-range  projections,  it  would  appear  that,  under  conditions  of 
high  en^loyment,  the  combined  domestic  and  foreign  markets  for  our 
agricultural  commodities  by  the  end  of  another  5 years  would  be  perhaps 
9 to  10  percent  greater  than  during  the  past  year  or  so.  This  increase 
in  aggregate  demand  for  farm  products  is  based  primarily  upon  continued 
population  growth,  which  might  be  expected  to  add  around  another  12 
million  persons  to  the  population;  a 1 to  2 percent  rise  in  the  per 
capita  consumption  of  food  as  a result  of  continued  increase  in  con- 
sumer incomes;  and  small  increases  in  the  domestic  disappearance  of 
tobacco  and  cotton.  Also  in  the  picture  would  be  an  export  demand  not 
greatly  different  from  that  of  the  last  2 or  3 years,  I will  not  go 
into  any  commodity  detail  at  this  time,  although  it  may  be  pointed  out 
that  the  principal  reason  for  expecting  some  small  increase  in  the  level 
of  per  capita  food  consumption  is  due  to  expected  increases  in  the  per 
capita  consumption  of  livestock  products,  fruits  and  vegetables,  which 
would  more  than  offset  the  long-time  downward  trends  in  grain  products 
and  potatoes. 

This  is  all  I am  going  to  say  about  the  quantity  side  of  the  picture,  as 
there  is  not  much  doubt  that  with  rising  population  and  incomes,  the 
aggregate  market  for  American  agricultural  products  is  going  to  continue 
to  increase,  \iJhat  is  of  most  concern  to  the  American  farmer  is  not  so 
much  the  ability  of  his  customers,  particularly  the  domestic  customers, 
to  utilize  increasing  amounts  of  agricultural  commodities  in  the  aggre- 
gate, but  the  prices  he  can  expect  to  receive  for  the  commodities  which 
comprise  that  output.  Our  first  chart  illustrates  this  point.  The 
dotted  line  is  a recently  conpiled  index  of  total  utilization  which 
measures  tte  annual  movement  of  all  farm  commodities  into  domestic  food 
and  nonfood  uses,  feed  and  seed  uses,  and  exports.  The  rise  of  the 
index  during  the  war  yeai's  and  its  maintenance  at  a high  level  since 
then,  indicates  that  the  postwar  demand,  in  the  sense  of  ability  to 
use  farm  products,  is  far  above  prewar,  and  I have  indicated  that  it 
should  continue  to  increase.  The  disheartening  thing  is  the  solid  line, 
which  is  the  familiar  relation  between  prices  received  by  farmers  and 
prices  paid  by  them;  in  other  words,  the  parity  ratio.  The  fluctuations 
in  this  index  are  obviously  quite  extreme.  For  exairple,  prices  received 
by  farmers  in  1929  averaged  92  percent  of  parity.  Two  years  later  they 
sold  about  the  same  aggregate  quantity  of  farm  products  for  prices  equal 
to  58  percent  of  parity.  During  the  year  of  peak  Korean  war  demands. 
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they  received  prices  averaging  108  percent  of  parity;  and  3 years  later 
they  sold  approximately  the  same  volume  of  commodities  at  an  average  of 
less  than  92  percent  of  parity* 

I shall  now  review  very  briefly  some  of  our  attempts  to  account  for  the 
movements  in  prices  received  by  farmers,  and  say  something  about  the 
extent  to  which  the  usual  demand  and  supply  factors  appear  to  be  operating 
or  failing  to  operate  at  the  present  time*  In  this  connection,  I realize 
that  by  bringing  in  the  supply  influence  I am  encroaching  somewhat  on  the 
next  paper,  but  I think  you  will  find  that  this  encroachment  will  not  be 
very  great* 

For  seme  years,  statisticians  in  the  Department  have  found  it  useful  to 
measure  the  movements  in  farm  prices  in  terms  of  a supply  factor  (farm 
output  or  marketings)  and  three  demand  factors:  population,  income  per 
person,  and  the  value  of  agricultural  exports*  The  second  chart  shows 
the  supply  factor  (farm  output),  together  with  two  of  the  principal 
elements  in  demand;  namely,  population  and  per  capita  income.  The 
importance  of  these  two  demand  factors  in  providing  a market  for  rising 
farm  output  is  clearly  evident*  The  third  chart  shows  the  volvime  and 
value  of  farm  exports,  the  latter  constituting  our  third  demand  factor* 

It  can  be  seen  that  this  is  a highly  volatile  factor,  and  that  it  has 
been  important  in  the  postwar  period*  It  is  actually  small  relative  to 
the  domestic  demand  factors,  although  it  is  of  crucial  importance  for 
such  export  crops  as  cotton,  wheat,  tobacco,  rice  and  soybeans. 

It  is  possible  ^o  measure  the  influence  of  these  factors  on  prices 
received  by  farmers  by  the  time-honored  technique  of  multiple  correla- 
tion analysis.  I do  not  have  charts  to  portray  the  relationships  in- 
volved, but  these  can  be  explained  rather  simply.  If  we  regard  the 
index  of  prices  received  by  farmers  as  being  determined  by  three  other 
series;  disposable  personal  income,  the  value  of  agricultural  exports, 
and  the  volume  of  farm  marketings,  we  obtain  a very  reliable  set  of 
relationships  for  the  period  1921-iil*  On  the  average,  a 10-percent 
change  in  disposable  income  resulted  in  approximately  a 12-percent 
change  in  prices  in  the  same  direction;  a 10-percent  change  in  the  value 
of  exports  in  a if -percent  change,  also  in  the  same  direction;  and  a 
10-percent  change  in  the  volume  of  agricultural  marketings  in  slightly 
more  than  a l6-percent  change  in  the  opposite  direction*  The  predictive 
accuracy  of  these  relationships  has  not  been  quite  as  high  during  the 
postwar  period,  but  they  have  continued  to  provide  a fairly  satisfactory 
explanation  of  movements  in  agricultural  prices  through  1952*  In  an 
atterrpt  to  in^jrove  the  measurement  of  the  current  influence  of  the 
several  factors  on  prices^  ve  recalculated  the  relationships,  combining 
the  postwar  years  19li7-5ii,  with  the  prewar  years  1921-iil.  This  appre- 
ciably modified  the  relationships  based  on  the  prewar  years  alone.  A 
10-percent  change  in  income  now  brings  only  slightly  more  than  a 10- 
percent  change  in  prices;  a 10-percent  change  in  the  value  of  agricul- 
tural exports  brings  somewhat  more  than  a 2 percent  change;  while  a 
10-percent  change  in  marketings  brings  a change  of  somewhat  more  than 
lli  percent  in  the  opposite  direction*  These  revised  relationships 
provide  a somewhat  better  explanation  of  postwar  price  movements  than 
the  first  set,  but  they  have  also  failed  signally  to  explain  changes 
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in  the  level  of  agricultural  prices  since  1952.  I am  sure  that  a much 
better  set  of  relationships  than  these  can  be  developed,  but  for  purposes 
of  this  exposition,  I shall  use  them  as  a starting  point. 

Our  next  chart  compares  actual  prices  received  by  farmers  with  those 
estimated  by  applying  the  demand  and  supply  factors  provided  by  the 
second  set  of  relationships.  The  two  lines  on  the  left  are  the  actual 
and  estimated  prices  for  the  prewar  years.  On  the  right  are  the  actual 
and  estimated  prices  for  the  postwar  years.  By  and  large,  this  esti- 
mating equation  served  quite  well  for  the  prewar  period.  It  failed 
lamentably  in  19hl , and  then  gave  reasonably  satisfactory  service  during 
the  next  five  years-  But  beginning  in  1953,  an  alarming  disparity  has 
developed  between  actual  and  estimated  prices.  For  example,  actual 
prices  this  year  will  average  out  at  around  238,  or  percent  of  parity, 
whereas,  given  sin^jly  the  statistical  series  employed  in  the  correlation 
analyses,  the  calculated  value  of  the  index  of  prices  received  would  be 
around  300,  or  about  115  percent  of  parity.  This  disparity  between 
actual  and  estimated  prices  is  not  just  some  statistical  freak.  It 
reflects  a pronounced  shift  in  the  position  of  agriculture  relative  to 
the  rest  of  the  economy.  This  is  shovm  in  a most  striking  fashion  by 
the  next  chart  in  which  the  long-time  movement  of  farm  income  is  com- 
pared with  that  of  national  income. 

Explanations  of  this  phenomena  are  legion.  There  are  supply  explanations 
suggesting  cost  reductions  resulting  from  technical  innovations,  and  the 
accumulation  of  excess  stocks.  There  are  demand  explanations  stressing 
the  very  low  price  and  income  elasticity  of  demand  for  farm  products,  the 
slowing  up  of  food  purchases  in  relation  to  income  at  high  levels,  and 
shifts  in  consumer  demand  toward  more  processing  and  services  relative 
to  quantities  purchased.  Also  stressed  are  widening  marketing  margins 
attributable  to  such  factors  as  higher  wages  and  increased  freight 
rates.  Finally,  there  are  explanations  vrhich  en^Dhasize  the  decline  in 
foreign  demand,  ths  loss  of  foreign  markets,  and  the  general  world-wide 
tendency  toward  overproduction  of  agricultural  products, 

I have  no  doubt  that  all  of  these  factors  may  be  contributing  to  the 
current  abnormal  behavior  of  prices  received  by  farmers.  Of  these, 
however,  there  appear  to  be  two  which  are  particularly  in^jortant,  and 
whose  influence  can  at  least  be  partially  evaluated  in  terms  of  the 
supply-demand  factors  which  have  just  been  outlined. 

The  first  concerns  the  re3.ation  between  consumer  food  purchases  and 
consumer  incomes.  The  contention  that  the  effects  of  consumer  income 
tend  to  becOTie  less  important  after  certain  levels  are  reached  is  very 
much  in  accord  with  economic  theory,  and  is  consistent  with  the  statis- 
tical data  used.  This  is  perhaps  most  easily  illustrated  by  referring 
to  a particular  commodity.  The  accompanying  chart  shows  historical 
relationships  between  the  retail  value  of  meat  consumed  and  disposable 
Income  per  person.  Here  again,  we  note  the  very  good  prewar  relation- 
ships, the  continuation  of  these  relationships  during  part  of  the  post- 
war period,  and  the  recent  marked  flattening  out  of  expenditures  for 
meat  relative  to  available  income.  The  data  used  in  our  overall  esti- 
mating equation  also  indicate  that  seme  flattening  out  of  the  relationship 
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between  prices  received  by  farmers  and  consumers'  incomes  is  called  for, 

I have  made  a rough  free-hand  adjustment  of  this,  as  a result  of  which, 
the  differences  between  actual  and  estimated  prices  in  19$k  and  1955  are 
appreciably  reduced.  For  the  latter  year,  our  estimated  index  of  prices 
received  would  decline  from  the  original  estimate  of  300  to  283,  com- 
pared with  an  actual  level  of  238,  while  the  predicted  parity  ratio 
would  decline  from  Il5  to  100,  compared  with  an  actual  ratio  of  dh* 

The  second  factor  that  undoubtedly  accounts  for  much  of  the  discrepancy 
between  actual  and  estimated  prices,  is  the  recent  tendency  for  the 
production  of  agricultural  commodities  to  outrun  total  utilization, 
accompanied  by  accumulation  of  excess  stocks.  There  do  ajpear  to  be 
periods  where  the  building  up  of  stocks  has  a depressing  effect  on 
prices  over  and  above  that  which  we  can  attribute  to  the  volume  of  farm 
marketings.  For  exan5)le,  this  effect  appears  to  have  been  particularly 
large,  not  only  last  year  and  this  year,  but  also  in  1931  and  1932,  In 
all  of  these  years,  our  estimating  equations  have  indicated  prices  con- 
siderably above  those  actually  received.  Unfortunately,  it  is  difficult 
to  get  a fully  satisfactory  measurement  of  stocks  and  to  isolate  their 
influence,  Itowever,  we  have  been  able  to  make  an  estimate  of  the 
approximate  amount  by  which  the  total  supply  of  agricultural  commodities 
has  exceeded  total  utilization  during  the  past  several  years.  If  this 
aggregate  of  farm  commodities  is  regarded  as  having  the  same  price- 
depressing influence  as  an  equivalent  addition  to  the  volume  of  farm 
marketings  in  each  of  those  years,  a considerable  further  reduction  in 
the  disparity  between  actual  and  estimated  prices  is  obtained.  For  1955, 
for  example,  our  estimated  index  of  prices  received  would  be  reduced  to 
about  255,  compared  with  the  actual  level  of  238;  while  the  parity  ratio 
would  drop  to  about  90,  conpared  with  an  actual  ratio  of  8h» 

These  two  factors,  then,  the  declining  influence  of  consumer  income,  and 
the  production  of  excess  supplies,  would  account  for  about  70  percent  of 
the  difference  between  actual  and  estimated  prices  this  year.  And  I 
think  a reasonable  case  can  be  made  in  s\:pport  of  this  conclusion.  The 
other  factors  we  have  mentioned  can  doubtless  be  appealed  to  as  the 
cause  of  the  remaining  discrepancy,  I am  quite  certain;  for  example, 
that  the  rise  in  marketing  costs  is  in  the  picture,  and  it  is  also 
possible  that  our  export  demand  factor  overstates  the  effect  of  this 
variable.  The  value  of  agricultural  exports  is  a rather  indirect 
measure  of  foreign  demand  for  our  products,  and  since  a large  proportion 
of  our  agricultural  exports  in  the  postwar  years  have  been  Government 
financed,  it  may  well  be  that  o\ir  equation  currently  overstates  its 
importance.  However,  I have  not  been  able  to  develop  even  a rough 
statistical  basis  for  handling  either  of  these  influences. 

However,  if  we  assume  that  all  of  the  remaining  difference  between 
actual  and  estimated  prices  is  due  to  factors  which  have  permanently 
reduced  the  level  of  farm  prices,  and  that  my  correction  for  the 
reduced  effect  of  Income  on  prices  is  approximately  correct,  then  the 
elimination  of  the  excess  supply  factor  would  result  in  a 1955  level 
of  prices  received  in  the  range  of  260-265,  or  around  93  percent  of 
parity.  In  other  words,  I would  venture  the  opinion  that  this  year's 
level  of  agricultural  prices  is  perhaps  as  much  as  10  percent  below  a 
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normal  full  employment  level,  and  that  we  would  move  back  toward  this 
level  to  the  extent  that  the  balance  between  production  and  utilization 
of  farm  commodities  is  restored. 

Before  turning  to  the  period  ahead,  I shall  mention  one  of  the  things 
that  is  usually  brought  up  in  connection  with  a statistical  analysis 
of  the  foregoing  type;  namely,  that  the  effects  of  price  supports  have 
not  been  included,  and  that  without  such  supports,  prices  received  by 
farmers  would  be  lower  and  the  discrepancy  between  actual  and  estimated 
prices  would  be  larger,  I recognize  this,  and  would  like  to  make  several 
comments  on  this  point*  First,  the  discrepancy  between  price-supported 
basic  commodities  and  prices  of  all  other  fann  products  has  not  been  an 
important  factor  for  most  of  the  years  included  in  the  analysis.  This 
can  be  seen  from  the  next  chart.  Second,  in  order  to  make  an  adjustment 
for  the  effects  of  price  support  and  related  programs,  it  would  be 
necessary  to  introduce  into  the  analysis  a further  set  of  estimates  of 
the  levels  of  production  and  exports  that  would  have  appeared  over  the 
years  in  the  absence  of  these  programs.  Here  again,  we  do  not  currently 
have  a satisfactory  basis  for  introducing  such  a refinement.  Third,  I 
think  that  even  if  we  could  make  some  such  adjustments,  the  most  likely 
result  would  be  to  increase  somewhat  the  negative  influence  of  the  supply 
factor  on  prices  as  compared  with  the  one  being  used  here.  This  certainly 
would  be  a desirable  improvement  in  our  measurement  of  the  impact  of 
supply  and  demand  factors  on  prices,  but  I do  not  think  it  would  affect 
the  general  conclusions  as  to  the  current  causes  of  relatively  low  farm 
prices  or  with  respect  to  the  levels  that  such  prices  might  reach  under 
a more  balanced  supply  and  demand  situation. 

Returning  to  the  main  theme,  it  is  my  opinion  that  the  conclusions  with 
respect  to  the  current  year  are  also  applicable  to  the  period  3 to  5 
years  ahead.  That  is,  to  the  extent  that  we  can  achieve  a production- 
disappearance  balance  in  that  time,  prices  might  be  expected  to  move 
back  toward  the  level  just  indicated. 

But,  I think  the  question  we  are  really  most  concerned  with  is  not  how 
high  prices  might  rise  if  a normal  supply-price  balance  could  be 
achieved,  but  whetter  we  are  likely  to  make  any  appreciable  progress  in 
that  direction  in  the  period  just  ahead.  Certainly,  no  one  would  expect 
full  equilibrium  to  be  attained,  as  production  is  currently  outrunning 
total  demand  and  increases  in  output  needed  to  fulfill  the  estimated  10 
percent  increase  in  requirements  by  the  end  of  another  5 years  would 
require  an  appreciably  smaller  increase  in  output  percentagewise. 

However,  I do  not  think  we  should  lose  sight  of  the  positive  factors  in 
the  picture.  First,  there  are  a number  of  commodity  areas  where  we 
might  well  expect  the  production-consumption  situation  over  the  next  3 
to  5 years  to  be  a more  favorable  one  ftom  the  point  of  view  of  farmers' 
price  prospects.  These  would  include  meat  animals  and  a considerable 
segment  of  fruits  and  vegetables.  Second,  continued  movement  of  people 
out  of  agriculture  and  fiirther  intensification  of  the  cost-price  squeeze 
are  factors  which  work  in  the  direction  of  restraining  output.  Third, 
farm  programs  should  be  able  to  contribute  materially  to  achieving  a 
better  balance  within  agricult\ire  and  between  agriculture  and  the  rest 
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of  the  economy.  Finally,  the  present  low  level  of  farm  prices  relative 
to  other  prices  under  conditions  of  such  high  demand  is  unique  in  our 
economic  history,.  There  are  certainly  some  groimds  for  thinking  that 
the  powerful  influence  of  rising  productivity  and  income  for  the  Nation 
as  a whole  will  begin  to  have  some  positive  effect  on  farm  prices  and 
incomes  in  the  not  too  distant  future.  The  marked  historical  relation- 
ship between  farm  income  and  national  income  is  not  to  be  dismissed 
lightly.  In  this  connection,  improvement  in  the  position  of  prices 
received  relative  to  prices  paid  could  also  come  about  as  a result  of 
some  decline  in  the  latter,  as  well  as  some  rise  in  the  former. 

It  may  well  be,  and  I suspect  it  coincides  with  the  weight  of  current 
opinion,  that  agricultural  production  will  continue  to  outrun  total 
demand,  with  further  depressing  effects  on  prices  received  by  farmers. 
However,  it  may  also  be  that  in  our  concern  with  surpluses  and  the 
amazing  advances  in  agricultural  productivity,  we  are  perhaps  under- 
estimating the  factors  of  strength  on  the  demand  side,  and  the  possi- 
bility of  some  improvement  of  the  relative  price  position  of  farmers 
some  3 to  5 years  ahead. 
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■ ^TEE  OUTLOOK  FOR  VEGETABLES  IN  1956 

Statement  presented  "by  Will  M.  Simmons  at  the  33rd 
Anr^ual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  December  1,  1955 


Several  speakers  have  already  outlined  the  prospect  of  a continued 
high  level  of  emploj^raent  and  income  in  1956.  Some  have  dealt  in  consid- 
erahle  detail  with  the  anticipated  level  of  important  components  of 
National  Income.  In  this  generally  healthy  economic  atmosphere,  consumer 
demand  for  fresh,  frozen  and  canned  vegetables  is  expected  to  be  at  least 
as  strong  in  1956  as  in  the  current  year.  Thus,  the  kind  of  year  which 
farmers  who  grow  vegetables  for  fresh  market  sale  experience  financially 
in  1956  will  depend  in  large  measure  on  the  volume  produced  and  marketed. 
If  production  in  the  coming  year  is  kept  about  in  line  with  the  marketing 
guides  issued  by  the  Department  of  Agriculture,  prices  may  rise  moderately 
above  1955  levels.  However,  the  situation  will  vary  considerably,  and 
the  coming  year  is  not  expected  zo  be  uniformly  good  for  all  crops.  If 
the  disappearance  rate  of  processed  vegetables  during  the  next  several 
months  is  as  high  as  is  presently  anticipated,  processors  may  be  expected 
to  seek  a larger  pack  of  a number  of  canned  and  frozen  vegetables.  Ccn- 
sequently,  acreages  of  a number  of  processing  crops  probably  will  be  Tip 
from  those  of  a year  earlier,  and  prices  received  by  growers  for  these 
crops  may  average  higher  than  in  the  1955  season. 

Present  indications  are  that,  in  general,  equipment,  materials 
and  facilities  needed  to  produce,  package  and  distribute  vegetables  will 
be  in  ample  supply  at  least  during  the  first  half  of  1956.  However,  pio- 
duction  costs  probably  will  be  a little  higher  than  in  the  current  year. 

COMMERCIAL  FRESH  VEGETABLES 

Total  production  of  commercial  vegetables  for  fresh  market  sale  in 
1956  may  not  differ  materially  from  that  of  1955*  At  present  official 
estimates  of  acreages  of  winter  vegetables  are  available  for  only  8 crops. 
Of  these,  indicated  acreages  of  artichokes,  cabbage,  lettuce  and  early 
potatoes  are  above  those  of  1955;  while  acreages  of  asparagus,  beets,  kale 
and  spinach  are  dov^.  Acreage  of  shallots  for  winter  harvest  is  reported 
to  be  the  same  as  a year  earlier.  In  the  aggregate  the  indicated  1956 
acreage  is  about  3 percent  larger  than  in  1955  ^■nd  about  8 percent  above 
the  19^9-5^  average.  With  average  yields,  tonnage  of  these  8 vegetables 
would  be  only  slightly  larger  than  in  the  winter  of  1955*  The  Department' 
guide  for  vegetables  for  1956  spring  harvest  suggest  a 2 percent  smaller 
acreage  than  in  1955*  0^^  the-  acreage  recommended,  yields  near  the  average 

of  recent  years  would  result  in  a moderately  smaller  tonnage  of  spring 
vegetables  than  in  1955* 
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United  States  foreign  trade  in  vegetables  is  relatively  small  com- 
pared with  total  production.  But  exports  and  imports  are  important  to 
some  areas,  particularly  in  the  winter  harvest  season.  In  Canada,  the 
chief  customer  for  our  exports,  demand  for  fresh  vegetables  is  expected 
to  continue  strong  and  exports  of  winter  vegetables  are  likely  to  be  a 
little  larger  than  in  1955*  On  the  other  hand,  indications  are  that  the 
imports  of  winter  vegetables  from  Cuba  and  Mexico  will  be  substantially 
above  the  light  volume  of  last  winter. 

Because  of  the  seasonal  and  geographic  dispersion  of  vegetable 
crops  grown  for  fresh  market  sale,  and  the  inherent  characteristics  which 
make  these  crops  peculiarly  susceptible  to  forces  causing  wide  price 
swings,  it  is  not  feasible  to  make  such  sweeping  forecasts  for  vegetable 
crops  as  may  be  made  in  a number  of  other  agricultural  products.  Never- 
theless, by  putting  our  work  in  the  proper  perspective  we  can  contribute 
to  the  total  knowledge  and  thus  aid  the  industry  in  anticipating  probable 
market  conditions  and  needed  adjustments. 


VEGETABLES  FOR  COIM^CIAL  PROCESSING 

As  you  know,  processed  vegetables  still  make  up  less  than  half  of 
total  vegetables  consumed  (fresh  equivalent  basis);  but  the  use  of  proc- 
essed vegetables  both  in  povinds  and  relative  to  total  vegetables  has  in- 
creased greatly  during  the  past  15-20  years.  The  per  capita  disappearance 
of  processed  vegetables  (fresh  equivalent)  rose  from  57  pounds  in  1937-39 
to  88  pounds  in  1952-5^^  a rise  of  more  than  50  percent.  During  this  same 
period  per  capita  disappearance  of  fresh  vegetables  increased  from  llh  to 
119  pounds — an  increase  of  only  4 percent. 

Supplies  of  processed  vegetables  etvailable  into  mld-1956  are  not 
expected  to  differ  much  from  quantities  available  in  the  corresponding 
months  of  1955*  This  is  true  both  of  canned  and  of  frozen  vegetables. 
Indications  are  that  a slightly  higher  1955  pack  will  about  offset  the 
smaller  carryover  stocks.  In  general,  individual  items  appear  to  be  in 
better  balance  with  anticipated  market  requirements  thsun  was  the  case  a 
year  earlier.  Supplies  of  sweet  corn  and  sauerkraut  appear  to  be  materi- 
ally smaller  than  the  relatively  heavy  supplies  of  early  1955*  On  the 
other  hand,  tomatoes  and  most  tomato  products,  green  peas,  asparagiis  and 
spinach  should  be  in  more  plentiful  supply  than  a year  earlier.  Hie  supply 
of  snap  beans  in  the  early  part  of  195^  probably  will  be  about  the  same  as 
the  relatively  large  supply  of  early  1955* 

With  better  balanced  supplies  and  the  prospect  of  continued  strong 
demand,  retail  prices  of  processed  vegetables  in  the  first  half  of  195^ 
are  expected  to  average  a little  higher  than  in  the  corresponding  months 
of  1955*  There  is  as  yet  no  indication  as  to  the  probable  195^  acreage 
of  vegetables  for  commercial  processing.  However,  the  generally  good  dis- 
appearance rate  of  processed  vegetables  in  the  current  year,  and  expected 
firmness  in  retail  prices  probably  will  result  in  some  net  increase  in. 
processor  demand  for  vegetable  crops’  for  the  1956  pack.  Among  the  proc- 
essing crops,  packers  ar®  lUfcely  to  seek  increased  acreages  of  sweet  com. 
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cabbage  for  israut  and  perhaps  lima  beans.  Processors  may  veil  increase 
the  pach  of  whole  canned  beets  in  195^^  but  there  probably  'vrt.ll  be  little 
change  in  total  pack  of  beets.  Past  experience  Indicates  that  prices  re- 
ceived by  growers  for  vegetables  for  processing  generally  have  moved  in 
the  same  direction  as  contracted  acreage. 

Canned  vegetables  still  account  for  about  6 out  of  every  7 pounds 
of  processed  vegetables  consumed  in  this  country.  But  use  of  frozen  vege- 
tables has  increased  rapidly.  With  improving  technology,  larger  consumer 
incomes  and  the  trend  toward  more  "convenience  food  preparation,"  frozen 
vegetables  are  likely  to  continue  to  increase  in  volume  per  capita  and 
relative  to  the  canned  and  fresh  components . 


DRY  BEANS  AND  PEAS 

The  United  States  has  had  a surplus  of  dry  edible  beans  throughout 
the  postwar  period,  and  with  the  large  1955  crop,  supplies  are  likely  to 
continue  burdensome  in  the  year  ahead.  But  the  situation  offers  some 
encouraging  aspects.  The  distribution  of  production  of  the  various  types 
of  beans  appears  to  be  better  balanced  than  a year  earlier.  A larger 
proportion  of  the  supplies  consists  of  white  beans  which  move  well  both 
in  domestic  and  foreign  markets. 

The  national  average  support  price  for  dry  edible  beans  has  been 
lowered.  Beans  from  the  1955  crop  will  be  supported  at  a national  aver- 
age price  of  $6.36  per  100  pounds,  basis  U.  S.  No.  1 beans.  This  is  about 
88  cents  per  hundred  pounds  lower  than  the  support  rate  for  195^  crop 
beans . 


Better  balanced  supplies  and  lower  support  prices  are  expected  to 
encourage  some  increase  in  domestic  use,  and  somewhat  larger  exports  of 
beans  in  195^  compared  with  a year  earlier.  If  anticipated  market  require- 
ments materialize,  the  coming  year  promises  to  be  one  in  which  total  utili- 
zation may  exceed  the  1955  production  and  result  in  some  slight  reduction 
in  stocks . 

In  contrast  with  the  surplus  situation  in  dry  edible  beans,  supplies 
of  dry  field  peas  in  195^  niay  prove  barely  adequate  to  meet  a smaller  total 
demand.  As  a result  of  extremely  low  yields  in  Washington  and  Idaho  the 
1955  crop  was  down  almost  one-fifth  from  that  of  195^  arid  was  the  second 
smallest  since  19^0.  Domestic  demand  in  the  coming  year  is  not  expected 
to  differ  significantly  from  that  of  1955'  But  export  demand  is  expected 
to  be  down  substantially  from  the  1955  level  when  supplies  in  Europe  were 
extremely  tight  because  of  virtual  crop  failure  in  195^* 

Prices  into  mid-1956  are  expected  to  continue  well  above  the  19^9-53 
average,  but  because  of  the  weaker  export  demand  probably  will  average 
moderately  below  the  high  level  of  1955*  With  the  relatively  high  prices 
for  the  last  two  crops,  farmers  are  expected  to  plant  at  least  as  large 
an  acreage  to  peas  in  1956  as  in  1955* 
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Mid-Year  Outlook  for  Livestock 
by  Harold  F,  Ijfa^iniyer 
Agricultural  Economics  Division 

Summary  prepai’ed  for  regional  outlook  meetings  at 
Bozeman,  Montana  and  Battle  Creek,  I-Iichigan 

!•  Present  outlook  for  meat  animals  is  dominated  by  large  production* 
Cattle  numbers  have  been  at  all-time  high  since  1953,  while  hog 
production  is  in  second  year  of  expansion*  Meat  output  surpassed 
the  wartime  high  in  19$h  (upper  chart,  p*  2).  This  year  it  may  be 
up  5 percent  more  to  26*7  billion  pounds, 

2*  At  this  output,  consumers  are  being  provided  more  meat  than  in  any 
previous  year  except  1908,  1955  consumption  of  all  meat  per  capita 

may  be  about  160  pounds  (lower  chart,  p*  2).  All  the  increase  from 
last  year's  l53  pounds  is  in  pork*  Consumption  of  beef  is  about 
steac^  at  last  year's  record  79  pounds* 

3*  The  1955  spring  pig  crop  was  up  9 percent,  and  11  percent  more  fall 
farrowings  were  planned  by  producers  (upper  chart,  p.  3).  Total 
1955  crop  is  estimated  at  101  million,  second  only  to  1951  for 
peacetime*  Supplies  of  hogs  and  pork  per  person  are  about  average; 
but  demand  for  pork  is  not  as  strong  relative  to  incomes  now  as 
formerly* 

Combined  cattle  and  calf  slaughter  in  first  half-year  was  2 percent 
greater  than  last  year*  Slaughter  of  cows  and  heifers  is  outrunning 
last  year;  that  of  steers  is  down,  and  of  calves  unchanged  (lower 
chart,  p*  3)*  Slaughter  rates  point  to  little  trend  in  cattle 
inventories,  which  have  been  nearly  steady  for  2 years  (upper  chart, 
p.  U);  but  a small  decrease  is  more  likely  than  an  increase* 

5*  New  highs  in  employmait  and  income  are  helping  to  sustain  demand  for 
the  large  meat  supply.  Bumper  feed  harvests  in  prospect  in  early 
July  may  result  in  somewhat  lower  feed  prices.  But  profit  margins 
in  producing  meat  animals  are  likely  to  be  rather  narrow.  Cattle 
prices  have  been  generally  stable  since  mid-1953  (lower  chart,  p,  U). 
Fluctuations  will  continue  to  be  mainly  seasonal*  Fed  steer  prices 
are  expected  to  show  some  seasonal  strength  this  fall,  but  feeder 
cattle  will  likely  be  seasonally  lower*  Prices  of  hogs  also  will 
decline  seasonally  during  fall,  and  will  be  considerably  below 
last  fall, 

6*  First  half  slaughter  of  sheep  and  lambs  was  5 percent  above  19^h» 
Second  half  slaughter  will  not  show  such  an  increase.  Lamb  prices 
will  again  be  influenced  by  large  supply  of  other  meats,  and  may 
average  not  greatly  different  from  last  year. 
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Statement  presented  by  Robert  E^  Post  at  the  33rd 
Annual  Agricultural  Outlook  Conference j 
Washington,  D.C.,  December  1,  19^5 

The  outlook  for  rice  centers  around  record  large  supplies,  with 
sharply  increased  carryover  stocks ^ Rice  supplies  for  the  year  begin- 
ning Aupst  1,  1955,  are  estimated  at  79 »5  million  cwtc,  in  terms  of 
rough  rices  The  sharp  increase  in  the  carryover  much  more  than  offsets 
the  reduction  in  production.  The  carryover  jumped  from  ?.6  million  cuPo 
(in  terms  of  rough  rice)  on  August  1,  19514-  to  26,7  million  cwt,  last 
August, 


Domestic  disappearance  of  rice  for  1955-56  is  estimated  at  27 »3 
million  cwt.,  in  terms  of  rough  rice.  This  is  slightly  less  than  the 
27.7  million  cwt.  estimated  for  195i;-55.  Exports  for  1955-56  are  uncer- 
tain at  this  time.  However,  they  are  likely  to  be  considerably  higher 
than  in  the  past  year  but  probably  not  as  large  as  some  other  recent 
years,  Esq^orts  of  as  much  as  25,5  million  cwt,  would  be  required  to  pre- 
vent a further  increase  in  carryover  on  August  1,  1956,  E^qjorts  totaled 
II4.I4  million  cwt,  in  19514-55,  and  25.2  million  in  the  peak  year  of  1952-53. 

World  export  prospects  are  good  in  spite  of  prospects  of  another 
large  world  rice  crop  this  year.  Carryover  stocks  of  poor  quality  rice, 
which  have  plagued  the  world  market  in  recent  years,  appear  to  have  been 
largely  disposed  of  during  the  past  year.  The  largest  rice  stocks  are 
currently  located  in  the  United  States,  In  fact,  supplies  are  so  large 
as  to  constitute  over  half  of  the  world's  eijq^ort  availability.  This  being 
the  case,  this  country  will  play  an  important  role  in  determining  the  world 
price  level. 

Under  provisions  of  existing  legislation  and  with  the  large  supplies 
available,  acreage  allotments  and  marketing  quotas  will  need  to  be  pro- 
claimed for  the  1956  crop.  With  the  reduction  in  the  1956  national  acre- 
age allotment  at  not  more  than  l5  percent  set  by  legislation  for  1956, 
the  allotment  will  be  set  at  85  percent  of  the  allotment  established  for 
the  1955  crop.  This  would  indicate  an  acreage  of  about  1,6140,000  acres 
(including  minor  producing  States),  compared  with  1,852,000  acres  in  1955 
and  2,1476,000  in  19514,  If  marketing  quotas  are  approved,  the  actual  acre- 
age seeded  will  be  close  to  the  alloted  acreage. 

The  average  price  of  rice  to  farmers  in  mid-October  at  ^[4.60  per 
cwt,  was  slightly  below  the  $[4.66  national  average  support  level,  above 
the  low  of  Slloll  of  mid-August,  and  above  the  ^^14.147  of  a year  earlier.  The 
1955  national  average  support  price  of  $14.66  per  cwt.  of  rough  rice  com- 
pares with  $14,92  a year  ago.  Farmers  had  placed  a total  of  2,6  million 
cwt.  of  rice  under  support  as  of  October  l5,  which  compares  with  5,0  mil- 
lion cwt,  a year  earlier. 


Agriculture  - Washington 
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